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FOREWORD 


The increasing activity of the opposition of both the right and the left and 
the countermeasures of the Governments of Spain and Portugal underlined the two 
basic questions which have haunted the Iberian Peninsula for years: (1) How much 
time is left for the two dictators? and (2) When they go, what then? Time itself 
will answer the first question, presumably relatively soon-- Franco is approach- 
ing 70, and Salazar was 70 on April 28; but the matter of the succession could 
still bring chaos in either country. In Spain, a general strike was averted by the 
arrest of some 150 "agitators, '"' while repressive measures continued against stu- 
dents and professors. However, Franco told the Mexican newspaper Excelsior 
that internal opposition did not exist. Salazar attacked the Communists in Portu- 
gal, but it was clear that his principal opposition was now forming around former 
Captain Henrique Galvao, who was reported ready to transfer his base from Argen- 
tina to Brazil. General Humberto Delgado had lost the leadership of the Portuguese 
opposition because of demagoguery. As Spain joined the Organization for European 
Economic Cooperation, it was counting heavily on another massive loan from the 
United States to stabilize its financial position. Portugal also looked toward the 
United States for help in driving Communism out of its African provinces. 


In Mexico, local elections inspired violence in Mexicali, Baja California, 
between members of the Partido Acci6n Nacional and the police, leaving one dead 
and fourteen wounded. Another vicious political clash occurred in Chihuahua, and 
a barroom brawl in Nuevo Leén between police and soldiers erupted into a street 
battle in which nine were wounded. There seemed to be no general pattern in these 
disturbances which might carry over onto the national scene, but the Partido Accién 
Nacional was being wary because of the growing friction between it and the ruling 
Partido Revolucionario Institutional. The government oil monopoly, Petréleos 
Mexicanos (PEMEX) started a period of cooperation with private enterprise under 
its current head, Pascual Gutiérrez Roldan, and this policy seemed already well 
on its way to achieving outstanding success. Pauley Petroleum, a cooperating 
company with headquarters in California, discovered offshore deposits along the 
coast of Tabasco which were said to be among the largest of their kind in the world. 
Government oil monopolies in Bolivia, Chile, and Argentina were also working 
with private industry on a contract basis. There were even some indications that 
Brazil might eventually be willing to consider some such arrangement for its oil 
monopoly Petrobras (see below). 


Elections for Mayor of Guatemala City were exciting more than ordinary in- 
terest because Luis Fernando Galich, the candidate of the leftist Partido Revolu- 
cionario, was again a leading candidate. He won the same election in December 
1958 but was disqualified on a technicality. While El Salvador was still arguing 
over the propriety of this year's desfile bufo (fun parade) of the National Univer- 
sity, statistics were published showing that this smallest of the Latin American 
countries in square miles, now produces over 150,000 bales of cotton each year. 
Honduras smashed a revolutionary column that tried to enter Nicaragua in accord- 
ance with a reciprocal agreement which had been signed by the two countries. 
Meanwhile, Honduras was threatened by difficulties arising from its new labor law 
which had materially increased fringe benefits. The North Coast fruit companies 
closed down some projects which they claimed could no longer be operated at a 
profit, and Standard Fruit threatened to transfer its entire operation elsewhere. 
Nicaragua was invaded by a rebel band from Costa Rica, but unlike the invasion of 
Costa Rica from Nicaragua of a few years ago, this one was bloodless. The So- 
moza brothers forbade the shooting of revolutionaries when they apparently learned 
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that the strategy of the invaders included the offering of the sons of rich Nica- 
raguans as bait to create political martyrs whose families could be counted on for 
further financial aid. The Somozas blamed Costa Rican former President José 
Figueres, along with Fidel Castro of Cuba and Rémulo Betancourt of Venezuela. 
In Costa Rica, because Congress was anti-Somoza, President Mario Echandi 
found it difficult to maintain his country's neutrality. On the same day that the 
Echandi government sent data to the Organization of American States (OAS) on the 
revolt, the Costa Rican Congress passed a bill censuring the OAS for intervening. 
The intervention of the OAS, nevertheless, had stopped the Nicaragua-based inva- 
sion of Costa Rica during the regime of José Figueres. Panama was not involved 
in this latest episode, but sent troops to the Costa Rican border just in case. Pa- 
nama had recovered from its own "ballet revolution" scare and "Cuban invasion." 


In Cuba, Fidel Castro's social revolution based on agrarian reform was be- 
ginning to find a vocal opposition, even among some of his former followers. 
Spokesmen for the tobacco growers declared that they would face firing squads 
rather than give up their lands. Cattlemen protested that 3,300 acres per individ- 
ual was insufficient for profitable operation. Fidel's troops seized 2.3 million 
acres of ranch land on June 25 in Camagtiey Province, the heart of the cattle grow- 
ing country. Sugar lands were supposedly to be exempt from expropriation for an- 
other year, but Fidel was the law, and Fidel might change his mind. The uncer- 
tainty of what Castro might do to sugar quotas in the international market, plus a 
surplus in world production, had forced sugar down to 2.75 ¢ per pound in Havana, 
an 18-year low. It was this insurmountable economic fact which had become his 
greatest enemy. Although his Air Force commander resigned, charging that Com- 
munism had infiltrated the government, Castro was still unquestionably the boss, 
and he was determined to wager his entire future on the authority of his revolution 
to bring about the agrarian reform--dictator or no, Communism charges or no, 
opposition or no, and even sugar prices or no. 


Castro's willingness to look the other way as expeditions formed to go to 
Panama, the Dominican Republic and elsewhere had brought the jitters to Haiti, 
which expected to be invaded as exile bands and volunteers sought to enter the 
Dominican Republic. The Dominican Republic was attacked, but Haiti was not in- 
volved. Meanwhile, President Duvalier was recovering from a heart attack and 
was renewing his firm attitude toward his enemies. The landing in the Dominican 
Republic occurred on the north coast near Maimén Bay and apparently included 
about 150 men. This force was overcome in a battle on June 19; and on June 29, 
after denying for ten days that fighting had taken place, Generalissimo Trujillo 
ordered a fiesta to celebrate the victory. 


Puerto Rico continued to debate the question of its political status. The 
plebiscite proposal of Governor Mufioz Marfn to decide the issue was sidestepped, 
but there were still proposals in the U.S. Congress to amend the present "Com- 
monwealth" status. It was revealed that there had been a net decrease in employ- 
ment since 1950 despite the substantial increase in industrial employment. This 
was explained by the facts that women had given up their low-paying hand needle- 
work jobs as family income increased from their husbands' employment, and men 
had left part-time jobs in over-supplied agriculture, also for higher pay elsewhere. 
The West Indies Federation threatened to founder almost on its maiden voyage. 
Chief Minister Norman Manley of Jamaica was insisting on representation accord- 
ing to population, but Labour Party leader Sir Alexander Bustamante urged Jamaica 
to consider steps to withdraw from the Federation completely. One proposal was 
to admit British Guiana if Jamaica withdrew. The Windward and Leeward Islands 
were each to be given self-government modeled after that of Jamaica. 
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Despite clandestine radic broadcasts of imminent disorder and newspaper 
accounts of conspiracies in Venezuela, President Betancourt denied that there was 
any serious threat to his government, adding that he would be the first to inform 
the nation if that were true. Continued high production of petroleum was main- 
tained, but oil companies were being accused of many dismissals of personnel. 
They agreed to discuss the matter with the government, but they asserted that the 
number of people now working exceeded those employed in 1958. Financial sta~ 
bility was indicated in the favorable balance of trade of $32 million for the first 
five months of 1959: during the same period in 1958, just after the overturn of the 
dictatorship, the unfavorabie balance was $191 million. Colombia continued to 
suffer from banditry, smuggling across the Venezuelan and Ecuadorean frontiers, 
and political bickering. The Conservatives were split three ways into followers 
of Laureano G6mez, Guillermo Le6én Vaiercia, and José Mer*a Bernal who repre- 
sented the so-called Ospina wing (named for former President Ospina Pérez). 
When two Ospina cabinet members were asked to resign by their party leadership 
in order to deal a blow to the National Front, they did so dutifully but immediately 
terminated all relations with the Ospina wing and publicized their reasons in a let- 
ter to President Lleras Camargo. They were asked to remain in the cabinet and 
did so. 


Ecuador experienced a sort of delayed-action bogotazo following a May up- 
rising in Portoviejo. In that incidert a soidier committed suicide after he thought 
he had killed his commanding officer. A mob charged the officer and burnt down 
a barracks building. On June 3, when students qaemonstrated in sympathy in Guaya- 
quil, a bloody battle with police ensued that icft six dead and the city under martial 
law. The worst came on June 4, however, when mobs emerged from the Guayaquil 
slums, burning, looting and destroying anytaing that came within reach, and leav- 
ing a death toll of 25. Whether these riots were politically inspired as charged by 
some is not known, but they ieft the courtry shaken and determined to do all pos- 
sible to avoid their repetition. 


Peru ended the publicity which had been given Fernando Belainde Terry 
when he was imprisoned for making an iliegai speech in Areouipa. He was re- 
leased. However, the government was unable to stop the publicity concerning the 
800 to 1,000 million sol ceficit. What was worse, most avenues of credit were 
closed when recommendations of the International Monetary Fund were not fol- 
lowed. Finance Minister Luis Gallo Porras finally had to admit that a financial 
crisis existed. Bolivian authorities were never abie to satisfy curiosity concern- 
ing the deaths of Oscar Unzaga de la Vega and René Gallardo, leaders of the right- 
ist Falange Socialista Boliviana, who died in the April revolt. Their bodies were 
exhumed and viewed by witnesses, including OAS representatives. The first story 
had been suicide. Then when the government was accused of assassination, it 
blamed Falange member Enrique Acha, who said he witnessed the killing of the 
men by government militia. He then fled to Chise. After the examination by the 
witnesses, they said only that each man had a suicide-type wound and that Unzaga 
also had a homicide-type wound. This, the government explained, accounted for 
its original suicide story: Unzaga's extra wound was administer by Gallardo, who 
then shot himself. Shades of poor José Rem6n of Panama and Carlos Castillo 
Armas of Guatemala! What tangled tales we weave... Chile was debating the 
question of inviting private capital to participate in the search for oil in the north- 
ern provinces. Oil development in the south is directed entirely by the govern- 
ment monopoly Empresa Nacionai de Petréleos, but some work is contracted to 
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SPAIN 


Generalissimo Francisco Franco's security police arrested the 28-year-old 
Spanish career diplomat Julio Cer6én Ayuso on a charge of having distributed prop- 
aganda calling for a nation-wide general strike against the government. He was 
picked up June 16, less than 48 hours before the deadline for the 24-hour strike. 
His arrest raised to about a hundred and fifty the number of "agitators" detained 
in recent weeks in an effort to crush the strike. The police had searched Cerén's 
house and found a duplicating machine and 10,000 leaflets calling for the anti- 
Franco demonstration. They also uncovered evidence identifying Cerén as the 
founder of a secret political opposition group called the Young Iberians. Cerén 
was an Official in the International Organizations Department of the Foreign Min- 
istry and is a nephew of a former high official in the Director General of Securi- 
ty's Office, the unit that carried out his arrest. Other arrests were made in San 
Sebastian, Valencia, Alicante, Barcelona, and Madrid: but the distribution of il- 
legal leaflets continued, urging the strike as a public expression of "national indig- 
nation against the scandalous corruption of the dictatorship and its economic policy." 
The leaflets also demanded an amnesty for political prisoners and exiles, and urged 
that Franco be removed from power. 


Several clandestine opposition groups announced that they would not for the 
present collaborate with the Communists in acts designed to embarrass and dis- 
credit the Franco regime. The anti-Franco groups felt that if they went along 
with the Communists, who had taken the lead in publicizing the strike, they were 
risking being tainted politically in the eyes of the people and of the Western democ- 
racies. For this reason the Monarchists abstained. The Izquierda Demécrata 
Cristiana followed suit, explaining its abstention in a note sent to foreign corre- 
spondents. The Socialists also failed to collaborate, as did the left-of-center 
Partido Social de Accién Democratica led by Dionisio Ridruejo. These abstentions 
were apparently the main reason for the failure of the strike. 


The police also arrested at least twenty students and professors of the uni- 
versities of Madrid and Valencia in what the New York magazine Iberica called "a 
new wave of repression." One of those detained was Mariano Rubio Jiménez, a 
professor of economics at the University of Madrid, who had served as economic 
adviser in the Consejo Nacional de Sindicatos, the government labor organization. 
Five students, one a girl, were arrested at the University of Valencia. 


The Spanish Government on June 4 began the trial of nine outstanding labor 
leaders accused of attempting to reorganize the Asociaci6n Sindical de Obreros 
Vascos. They had been arrested in 1953 and released on bond. Attorney General 
Vicente Mora Pinz6n asked the maximum sentence of 10 years and 8 months with 
a fine of 12,500 pesetas for lawyer Ascensio Apaldtegui, accusing him of having 
reorganized the Asociacién and of distributing propaganda and insulting Franco. 


In an interview with Carlos Denegri of the Mexican newspaper Excelsior, 
Franco said that internal opposition to his regime “actually does not exist." He 
added that the talk about opposition did not bother him and that his regime had al- 
ready passed through its most difficult years. 


The Department of State announced the signing in Madrid of two agreements 
by which the U. S. Development Loan Fund would lend $22.6 million to agencies of 
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the Spanish Government for development projects. The Instituto Nacional de Colo- 
nizaci6n was loaned $7.7 million for the purchase of earth-moving and grading 
equipment to be used for road building and irrigation projects in northeastern Spain 
near Saragossa. The other loan provided $14.9 million for the improvement of four 
important railroad lines. These included the principal overland connections with 
France, the lines connecting Madrid with the industriai regions in the northwest 
and northeast, and the lines linking the northwestern mining region with its prin- 
cipal port. 


U.S. oil explorations in Spain (HAR, XI: 651) were beginning to pay off. 
Valdebro, a joint enterprise of U.S. private and Spanish Government capital, re- 
ported a promising show of oil in northern Spain. The oil was found in the lower 
Cretaceous zone, the same formation in which French interests found one of the 
world's largest fields on the opposite side of the Pyrenees. Another wildcat oper- 
ation hit oil traces 30 miles southwest of Bilbao. The government prepared to 
lease large concessions in the Spanish Sahara, and some twenty U.S. oil companies 
set up Spanish subsidiaries or sent representatives to look over the situation. The 
big push for domestic oil came as inflation mounted. Spain had been importing 
over four million tons of oil a year, accounting for over 20% of its $862 million 
foreign spending. Growing industrialization caused the figure to rise from 12% of 
imports in 1956. 


Commerce Minister Alberto Ullastres, opening the annual Barcelona Trade 
Fair on June 1, said that Spain intended to liberalize its domestic economy and 
foreign trade, but he did not indicate what sectors of the economy would be af- 
fected or to what extent. Among the reforms mentioned was the devaluation of the 
peseta from 42 to 56 to the dollar, approximately the free market rate abroad. 
Ullastres also said Spain would become a full-fledged member of the Organization 
for European Economic Cooperation: it had formerly been an associate member. 


At the end of June, final plans were being drawn up for a loan to Spain of at 
least $190 million in return for Spanish guarantees of economic reform (HAR, 
XII: 131). The U.S. Government would advance $30 million, a group of U.S 
commercial banks another $30 million, the International Monetary Fund $50 mil- 
lion, and the Organization of European Economic Cooperation $80 million. It 
was believed that without these loans Franco could not risk opening Spain to com- 
petitive imports. The country was torn between the necessity of "joining Europe" 
to increase its trade and the fear that competition might hurt the whole economy. 
Franco had been reluctant to submit to the reforms demanded of him, but Spain's 
serious inflation had apparently forced his hand. 


PORTUGAL 


Rumors of political discontent flickered across Portugal during June, although 
superficial peace was maintained. A relentless search for "Communists" and "pro- 
Communists" was meanwhile undertaken by Captain Neves Graca, chief of the secret 
police, and Colonel Arnaldo Schultz, Minister of the Interior. This search had the 
backing of Premier Anténio de Oliveira Salazar, who apparently felt that Communists 
had infiltrated not only the Socialists but also the Catholic opposition parties such as 
the Democratic Christians, Liberal Democrats, and the Monarchists as well. 


On June 5, the conservative daily A Voz of Lisbon alleged that anti-Salazar 
elements among the huge Portuguese colony in Brazil and the 65,000 Portuguese 
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resident in Venezuela were rallying behind Captain Henrique Galv4o instead of be- 
hind General Humberto Delgado, in voluntary exile in Brazil. Galvfo had fled in 
May from a Lisbon hospital, had taken refuge in the Argentine Embassy, and then 
flown to Argentina. He was expected to take up residence in Brazil eventually. A 
Voz, in noting that anti-Salazar Portuguese in Brazil and Venezuela were tending 

to retire Delgado from leadership of anti-regime elements in favor of Galvdo, 
added: "To tell the truth, Henrique Galvdo will certainly not commit the verbal 
imprudence into which Delgado has fallen at every step since his arrival in Brazil." 


In a June 1 interview with the press, Minister of the Presidency Pedro 
Teot6énio Pereira claimed that the Salazar regime was not passing through a crisis 
and that there would be no rupture in its continuity should Premier Salazar decide 
to retire peacefully some day. Pereira blamed the agitation that arose during 
Portugal's recent presidential elections on the "extreme demagoguery" of opposi- 
tion candidate Delgado, and he denied that there was a growing crisis between 
church and state in Portugal. Nevertheless, Lisbon still felt repercussions from 
March's so-called "Catholic Plot" against the regime. Interior Minister Schultz 
disclosed in June that the plot had resulted in the arrest of various Catholic lay- 
men and youth movement members. 


Opposition groups protested to Salazar during June against alleged use of 
torture by the secret police. Criticisms were made by Catholic, Socialist, and 
Monarchist elements, although they were spearheaded by a nascent Catholic pro- 
fessional and student group, the Christian Democratic movement, which was co- 
agulating among the 100,000 members of Accao Catélica (conservative Catholic 
Action group). Catholic opposition to the regime had been noticeable since the 
Bishop of Oporto's now-famous "private letter" to Salazar in July of 1958 (HAR, 
XI: 652). Portuguese Communists numbered from 3, 000 to 5, 000 dyed-in-the- 
wool members and were running two dailies, Avante and Voz do Operario, on 
good paper, as well as many weeklies. 


In a syndicated article in the American Catholic press, writer Richard 
Pattee, who was awarded the official 1958 Camédes Prize by the Portuguese Gov- 
ernment, commented openly on the increasing restlessness in Portugal. He ex- 
pressed the personal opinion that an explosion was not imminent and that there was 
not the slightest prospect of any radical change in the predictable future. He added 
that the regime was solidly entrenched despite rife criticism of it and that, like 
many other dictatorships, it had heavily emphasized public buildings. Pattee wrote: 
"Every time I visit Lisbon I am astonished at the building..." One of the re- 
markable aspects of Portuguese public opinion, continued Pattee, was its enormous 
interest in its overseas possessions: the local press was filled with news about the 
Cape Verdes, Guinea, SAo Tomé, Principe, Cabinda, Angola, Mozambique, Goa, 
Macao, and Timor: and the public mind had become fanatical in its devotion to the 
idea of maintaining Portuguese sovereignty abroad. He added that Portugal de- 
pended totally on Africa, without which the country's economy would collapse, that 
this dependence was a matter of life or death, and that virtually everyone in Portu- 
gal recognized the truth of that fact. 


Pedro Teoténio Pereira told the Financial Times of London that Portugal's 
second six-year development plan (HAR, XII: 74), which was to end in 1964, was 
designed to raise the buying power of the average consumer through an increase 
in national production. He stated that the government had long advocated estab- 
lishing a free trade area in Europe, even though not a member of the European 
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Common Market. Meanwhile, economic experts from seven nations outside the 
Common Market, including Portugal, met in Sweden to work out a blueprint for a 
free trade area. 


The new steel plant which was being built at Seixal on the left bank of the 
Tagus facing Lisbon was destined to be one of the most modern in the world, ac- 
cording to the Reinische Post of Dusseldorf, West Germany, home of the German 
firm that was helping Portugal's government-owned Corporacdo Siderurgia Nacional 
to build the plant. The Seixal plant was to have an annual production capacity of 
200, 000 tons and required an initial investment of $98 million, most of which was 
supplied by the government. Plans for a second steel plant in northern Portugal 
were also being drawn up by the Salazar regime. 


Portugal's overseas provinces continued to be the country's best market for 
exports during the first quarter of 1959, while Germany continued to be the top 
foreign supplier. Nevertheless, Portugal's trade deficit with Germany was $2.5 
million lower for the first quarter of 1959 than in the same period of 1958. The 
over-all foreign trade deficit for the first quarter of 1959 was $33.5 million as 
compared to $43.9 million in the equivalent period of 1958. 


Portugal remained in severe shock during June over Salazar's concession in 
May that "Africa is literally on fire, and it is burning closer to the Portuguese 
frontiers." Salazar had also asked: "And why does Africa burn?" He blamed 
Communism, even though native populations were still quiet and satisfied, and 
admitted that much remained to be done to lift the natives out of primitive condi- 
tions. He said that Portugal was reinforcing its military forces in Africa and as- 
serted it was a great pity that while Russia and several Asian nations had a clear 
African policy the United States had not been in a condition to define its policy in 
the same manner. U.S. policy was to react to events instead of avoiding or caus- 
ing them, claimed Salazar. Late in June, Deputy André Navarro stated in the 
National Assembly that Communists were trying to infiltrate Guinea, Angola, and 
Mozambique so as to effect a rupture between those areas and Portugal. He de- 
scribed Portugal's African lands as a bastion against Communism, while foreign 
observers generally conceded that Portugal's "hard" policy in Africa was crude 
but effective. In the interior areas of Angola and Mozambique, it was pointed out, 
settlement by tough peasant families from continental Portugal, the Azores, and 
Madeira was creating a frontier psychology among European settlers. Even ar- 
dent Pan-Africans conceded that both the South Africans and the Portuguese would 
"not be kicked out of Africa for a long time," while the international Communist 
press alleged that harsh Portuguese rule had caused Angola's native population to 
dwindle to two million since 1900, during which years the white population there 
had surged from 9,000 to 300,000. Official Portuguese statistics concur in the 
estimate of whites but infer that Angola has four million natives. 


A bumper coffee crop of at least 80,000 tons was expected in Angola for 
1959, mostly of the best grades suitable for export. Angola imported 798 trucks, 
438 automobiles, and 110 railroad cars during the first quarter of 1959. 


Thirty-two American diplomats from all parts of Africa met in Lourenco 
Marques on June 9 for a regional conference on African affairs. The Chicamba 
Real dam in southern Mozambique was dedicated on June 20. 
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Political skirmishes in the provinces, though not in themselves of great im- 
portance, belied the apparent and unaccustomed calm in Mexico City. Mexicali, 
Baja California, became the scene of political violence when police and members 
of the opposition Partido Acci6én Nacional (PAN) exchanged shots in front of the 
PAN headquarters. Police, attempting to break up a PAN gathering held to ratify 
the nomination of candidates for the approaching local elections, charged the 
Panistas with starting the shooting. One person was killed and fourteen others 
were wounded, including the PAN's gubernatorial candidate Salvador Rosas Maga- 
ll6n (HAR, XII: 252). Another PAN gathering in San Andrés, Chihuahua, was 
broken up with shots and stones by a band of gunmen allegedly sent by Governor 
Teéfilo Borunda. Octavio Corral, regional head of the party in Chihuahua, was 
wounded along with 13 others in the clash, which was reminiscent of PRI gangster- 
ism that took place in San Andrés in May. PAN officials in Michoac4n warned of 
impending political fraud in the approaching state elections and charged the gov- 
ernment Partido Revolucionario Institucional (PRI) with impeding the registration 
of PAN voters. A savage gun battle between police and soldiers took place in 
Linares, Nuevo Leén, as a result of a barroom dispute. The town remained par- 
alyzed for several hours while the police and soldiers fought in the streets. The 
final score: nine wounded, and extensive damage. 


Investigations in the Health Department led to the discovery that several 
health inspectors were "selling protection" and taking bribes from commercial and 
industrial establishments. Federico Kraft, ex-chief of the department, and two 
other former executives were arrested. Police estimated that nearly a million 
pesos in graft had been collected in the past four months. 


The Sinarquistas, who openly advocate the return of religious schools out- 
lawed by the Constitution, strongly criticized the educational system, claiming 
that it was defective, antiquated, and sectarian. The attack followed a statement 
by Education Minister Jaime Torres Bodet that secondary and technical schools 
were badly needed. He urged private initiative in creating new institutions of this 
type. 


Several noted artists, including Francisco Goitia who headed the artists' 
group Frente Nacional de Artes PlAasticas (FNAP), quit the organization, claiming 
it was being used by Communist David Alfaro Siqueiros and others to gain riches 
and political influence. The resignations were apparently related to the scandal 
in May when the mural painted by Siqueiros in the new Jorge Negrete theater was 
rejected because of its political content (HAR, XII: 253). Siqueiros countered by 
accusing the departing artists of being money-oriented "job seekers" who used 
the FNAP merely as an employment agency. 


Troops were sent to Monterrey to intervene in a riot allegedly staged by 
Communist agitators in Section 19 of the railroad workers' union, the Sindicato 
de Trabajadores Ferrocarrileros. Police and federal troops were kept on guard 
against further disturbances as authorities reported that they had blocked an at- 
tempt to derail the National Railway's “Aguila Azteca," a train which runs between 
Mexico City and Laredo. 


Interior Minister Gustavo Dfaz Ordaz announced that Mexico would follow a 
neutral, "hands off" policy concerning the political disturbances of other Latin 


- 309 - 


American countries. He stated that Mexico would not be used by foreigners to 
organize plots and invasions or to plan revolutions against constituted governments 
of countries with which Mexico maintained good diplomatic relations 


A special conference was held in the Mexican Embassy in Washington at the 
close of the 18th annual meeting of the International Cotton Advisory Committee 
(HAR, XII: 253) to discuss further the world cotton market and to urge U.S. co- 
operation in price stabilization. All the major cotton producers except those in 
the Soviet bloc attended the meeting presided over by Mexico's Minister of Agri- 
culture, Julifn Rodrfguez Adame. The meeting resulted in a proposal to unite in 
a joint attempt to end price instability. Latin America's major cotton importers 
(France, Germany, Japan, and England) agreed to cooperate in stabilizing the 
market. Latest reports indicated that the world cotton market was improving, 
possibly as a result of the Washington conference. PRI officials announced that 
Mexico's market could be expanded by selling to the highest bidder, even though 
the bidder be a Soviet country. 


The Ministry of Agriculture established three new agencies to promote the 
higher quality and increased production of milk, meat, and "animal fibers." A 
national milk institute was to be located in Querétaro: a meat institute, in San 
Luis Potosf: and the animal fibers (wool) institutes, in Chihuahua and Zacatecas. 
These institutes would train specialized technicians and do scientific and techni- 
cal research in the three fields. 


The Confederaci6n Nacional Ganadera reported that the cattle industry was 
prosperous and that the number of cattle in Mexico was rapidly increasing in spite 
of previous epidemics of disease and of large exports. More than 247 million 
pesos ($19.8 million) were brought in by the 490, 000 head exported to the United 
States in 1958 compared to 160 million pesos ($12 million) earned by 350, 000 
head in 1957. 


Pascual Gutiérrez Rold4n, head of the national oil monopoly Petréleos Mexi- 
canos (PEMEX), stated that offshore oil deposits discovered on the Tabasco shore- 
line might be the largest offshore pool in the world. Pauley Petroleum, which had 
a working agreement with PEMEX, said the reserves might total as much as one 
billion barrels. Tabasco was becoming the Gold Coast of the Mexican oil industry 
Offshore oil wells along the coast there, drilled under contract with Pauley Petro- 
leum (HAR, XII: 78), were already producing 1,680 barrels a day. 


PEMEX received a new $8 million loan to be used for building chemical fer- 
tilizer plants in Minatitl4n, Tampico, Salamanca, and the Federal District (HAR, 
XII; 253). Several U.S. companies were considering investing in petroleum-base 
chemical plants, and PEMEX itself had allocated nearly $100 million for chemical 
industry installations. On a long term basis, the estimates of the capital to be re- 
quired for the petrochemical industry exceeded $1,500 million. In the past few 
months, PEMEX had been granted loans and credits by foreign and domestic banks 
totaling $146 million. Mexican nationalists and Communists were highly critical 
of these loans and accused the oil industry of selling out to foreigners. 


The American Smelting and Refining Company and a group of Mexican part- 
ners formed Zinc Industrial, S.A. to produce high grade zinc to be used mainly in 
die casting. Since Mexican zinc ore exports were drastically reduced by U.S. 
quota (HAR, XII: 75), the new plant would be a welcome outlet for zinc ore. The 


refining plant, located at Tlalnepantla, near Mexico City, was to begin production 
by 1960. 
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According to a survey made by Edmundo Moyo Porra, economic consultant 
for private interests, Mexico's known coal reserves were estimated at more than 
4,000 million tons (HAR, XI: 598). About 60% of this could be converted to coke, 
which would be enough to meet steel industrial needs for many years. These re- 
serves are located primarily in the states of Oaxaca, Sonora, Veracruz, and 
Coahuila. The most important area, in the Sabinas (Coahuila) region, had esti- 
mated reserves of 125 million tons, and probable deposits of 397 million tons. 


The Mexican Government claimed to be determined to curtail smuggling 
across the U.S. border. Pick-up trucks and cars with specially constructed com- 
partments had allegedly been crossing the border at El] Paso, Texas, to smuggle 
into Mexico U.S.-made products such as clothing, radios, and refrigerators, which 
are subject to high duties and import restrictions. Consumer goods were also being 
smuggled by legitimate businessmen to avoid the new import regulations imposed by 
the L6pez Mateos government. Some businessmen admitted they had resorted to 
illegal means to keep their establishments going. U.S. businessmen in Mexico 
found it difficult to operate their plants because of import curbs on supplies not pro- 
duced in Mexico. They complained also that Mexican equipment was of inferior 
quality. Government revenue agents discovered that 80, 000 of the 600, 000 cars in 
Mexico in 1958 were there illegally. Most were said to have been brought in by 
tourists who sold them without paying duties. In April the government agreed to 
legalize any car illegally imported prior to December 1, 1958 if the owner could 
prove he bought the vehicle before that date and paid 10% of the regular duty. How- 
ever some 30, 000 used cars were then brought in from Texas, with receipts back- 
dated to before December 1. 


Smuggling was difficult to check because Mexico lacked modern crime detec- 
tion equipment, its poorly paid officials were easily bribed, and the 1, 500-mile 
border was difficult to patrol. However, trained customs officials were beginning 
to crack down on the "mordida" by placing special agents at border check points to 
make investigations. If caught, smugglers were fined 3.2 times the duty and were 
subject to jail terms of from one to nine years. 


The Japanese Embassy announced that the Ministry of Industry and Com- 
merce had agreed to permit the importation of 150 Nissan automobiles which would 
be assembled in Mexico by the Nissan Motor Company. The first import quota was 
designed to familiarize the public with the small vehicles, and later quotas would 
depend upon demand. 


Navy Minister Admiral Manuel Zermefio Araico announced plans to develop 
the merchant marine and improve ports. Mexico planned to spend $16 million on 
port improvements in 1959, including building new docks and repairing old ones. 
The government apparently planned to build dock facilities at Playa Azul (Michoa- 
c4n) and Punto Pefiasco (Sonora) to provide outlets for regional products. 


High duties and prohibitions were designed to curtail imports to compensate 
for the decline of Mexico's exports of metals and coffee. The reduction in U.S. 
exports to Mexico was significant in view of the fact that Mexico was the largest 
customer for U.S. goods in Latin America. Mexico had increased its exports by 
insisting that each country's purchase of Mexican goods (particularly cotton) equal 
that country's exports to Mexico. This "compensated barter" plan originated in 
order to liquidate a record cotton crop. During 1959 a new policy was adopted re- 
quiring all official agencies to ask for compensated barter arrangements on all 
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orders from abroad, and the number of such agreements already had surpassed 
the number in 1958. The Bank of Mexico reported that exports during the first 
quarter of 1959 totaled $380 million compared with $315 million for the same pe- 
riod in 1958. Preliminary figures indicated that Mexico had a favorable balance 
of about $22 million based on first quarter (1959, imports of $358 million. During 
the first quarter of 1958, the trade balance showed a deficit of $34 million. 


Government agencies were studying a request for an import permit cover- 
ing Russian agricultural equipment valued at a quarter of a million dollars. If 
granted, it would be Russia's first important sale to Mexico since World War II. 
The trade would involve a three-way agreement under which $250,000 worth of 
Mexican cotton would be exported to a third country. The country receiving the 
cotton would pay the Soviet Union, and Mexico in return would receive farm ma-— 
chinery. Before disclosure of the agreement, ‘nterest in trade with Russia was 
spurred by the arrival of a mysterious Soviet ship. the "Ivan Moskvin," at Vera- 
cruz. Sailors were forbidden to disembark, and Mexican stevedores were watched 
closely while loading the ship. The "Ivan Moskvin" had carried Russian equipment 
to the Soviet exposition in New York. It docked at Veracruz to load 5,000 tons of 
sugar, presumably for Great Britain. Mexico and Greece agreed to a $25 million 
commercial exchange whereby Greece would send tobacco, olive oil, dried fruits, 
and manufactured items in return for coffee, salt, sugar, and cacao. 


Senator Wayne Morse, in an address to the Mexico City College graduating 
class on June 11, questioned the basic assumption of the World Bank, the Export-~ 
Import Bank, and the Development Loan Fund in their approach to basic develop- 
ment. Senator Morse has been directing a two-year Senate investigation on inter- 
American problems. His proposals for improved U.S. policies toward Latin 
America included provisions for more credit, the formation of an inter-American 
common market, and the encouragement of armament reduction to free money 
badly needed for schools and other socio-economic development as well as to re- 
duce the influence of the military and to increase civilian control of government 
and educational expansion. 


A committee for the promotion of tourism was formed by representatives of 
the government tourism department, travel agencies, hotels. and restaurants to 
revive the tourist trade, which had fallen off. The first step would be "Operation 
Texas" wherein delegates would contact Texas families, promote Mexican exhibits, 
and sponsor radio and television programs to make Mexican attractions better 
known. U.S. tourists spent 12% less in 1958 in the interior of Mexico than in 1957, 
and 27% less in border towns, contributing to a national decrease of 4.5% in total 
foreign exchange receipts (HAR, XII: 12). Mexican expenditures of foreign exchange 
for travel and border purchases rose 3% in 1958. The first quarter of 1959 showed 
a gain of about 8% in tourist arrivals over 1958. 


Alfonso SA4nchez Madariaga, secretary general of the Inter- American Re- 
gional Organization of Workers (ORIT}), called a meeting at Laredo, Texas on 
June 4 and 5 of Texas trade union representatives and the general secretaries of 
labor federations in the Mexican states of Chihuahua, Coahuila, Nuevo Le6én, and 
Tamaulipas. The Texas state AFL-CIO had requested the meeting in order to work 
out a border pact establishing wages, hours, and working conditions for the con- 
struction of the Diablo dam on the Rio Grande near Del Rio, Texas (HAR, XII: 75). 
The pact provided for the Joint U.S.~Mexican Trade Union Commission to negotiate 
with the contractors on any international projects. In addition to the five- state pact 
the delegates passed a resolution asking the border unions of both countries in spec- 
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ified fields to enter into reciprocal agreements with corresponding unions on the 
other side of the Rio Grande. Such agreements would require Mexican workers 
crossing the Rio Grande to work in the United States to accept employment through 
U.S. union channels and abide by union wages, hours, and working conditions of 
that country. This would eliminate the traditional employer practice of using 
Mexican labor to undercut U.S. wages and working conditions. Jerry Holleman, 
president of the Texas state AFL-CIO, stated that "this labor solidarity has al- 
ready benefited Mexican workers by prying up wage rates in their own country." 
He pointed out that the giant Brown and Root construction firm had tried to pay 
lower Mexican wages on a contract in Ciudad Judrez but had been forced to meet 
the higher El Paso area rates in order to get Mexican workers. 


The government orientation pamphlets distributed among the Mexican bra- 
ceros (migrant workers) failed to mention one of the rights guaranteed under the 
international agreement which permitted them to choose their own representative 
in dealing with employers. Leaflets explaining this right were to be published by 
the Texas AFL-CIO and distributed by the Mexican labor organization Confedera- 
cién de Trabajadores de México at the bracero centers in Mexico. 


José Vasconcelos, noted philosopher and writer, died of a heart attack on 
June 30 in Mexico City, at the age of 77. He served as a confidential representa- 
tive of the Mexican Government in Washington in 1908-1909, was first Secretary 
of Education during 1920-25, and was president of the National University from 
1920 to 1924. He was an unsuccessful candidate for the Presidency in 1929. 
Vasconcelos was the author of numerous books on philosophy and politics. Before 
his death he dictated a letter requesting that he not be buried in the National Cem- 
etery (reserved for heroes) because he opposed the ideologies of so many buried 
there. His wishes were respected, and he was buried in Mexico City's Jardin 
Cemetery. 


CENTRAL AMERICA AND PANAMA 
GUATEMALA 


The important election for mayor of Guatemala City scheduled for July 5 
dominated the political scene during June. The previous election for this office 
in December 1958 was amnulled by the national electoral court on the grounds that 
Luis Fernando Galich, who obtained an easy victory over the rightist candidates, 
had not filed a financial statement in time (HAR, XI: 660). Galich was again the 
candidate of the Partido Revolucionario (PR), the strongest of the leftist parties, 
and he was wholly free of the technicality that caused the nullification of his De- 
cember victory. The Partido Unificaci6én Revolucionaria, which is composed of 
pro-Communist elements, some of them expelled from the PR, was supporting 
the candidacy of Julio Camey Herrera, a wealthy lawyer and university professor. 
A coalition of rightist parties (Reconciliaci6n Democr&tica Nacional, Democracia 
Cristiana, and Unificaci6n Anti-Comunista) backed Enrique Guillén Rodas, at 
present a national deputy from Quezaltenango. President Miguel Ydfgoras Fuentes 
had been unable to persuade the coalition to accept the strong rightist party, the 
Movimiento DemocrAtico Nacional, but it would refrain from presenting a candi- 
date of its own. The Partido Liberaci6n Anti-Comunista Guatemalteca, another 
rightist party made up of groups of independents, supported the wealthy young 
architect René Larrave. The election would be a test of whether or not a coalition 
of anti-Communist parties could defeat the PR. If the rightist coalition triumphed, 
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it would probably use the same strategy for the election of 33 deputies to 
Congress in December 1959. 


Students continued to demonstrate in favor of allowing Jaime Dfaz Rozzotto 
to continue as professor at the University of Quezaltenango after the government 
agreed to allow him to remain in Guatemala if he resigned his post (HAR, XII: 
255). The demonstrators demanded the repeal of Article Six of the Constitution, 
which permitted Communists to be kept in exile. A Supreme Court resolution 
allowed Augusto Charnaud MacDonald, Minister of the Interior in the Arbenz gov- 
ernment and leader of the extinct Partido Accién Revolucionaria, to reside in 
Guatemala. Alvaro Hugo Salguero, former deputy and private secretary to Arbenz, 
had also been allowed to reside in the country by the decision of another court. On 
the other hand, the Minister of the Interior denied the petitions to return of Leo- 
nardo Castillo Flores and Hernando Lemus Mendoza, who live in Mexico and 
Nicaragua respectively, on the grounds that they were Communists. 


The meeting of the Interior Ministers of Central America and Panama was 
held in Guatemala City in early June (HAR, XII: 255) to discuss Communist activ- 
ity in that area. The Ministers apparently could come up with nothing more than 
an agreement to combat totalitarian doctrines within each country and to cooperate 
in fighting Communism more effectively on an international scale. 


On June 16 the Colombian Government ordered the indefinite withdrawal of 
its diplomatic representatives from Guatemala due to a dispute over the Guatemala 
City branch of the Banco Popular de Colombia. The problem revolved around a 
loan of two million quetzales made by the Bank of Guatemala in 1958 to help the 
Colombian bank make payments on its deposits. The Colombian branch in Guate- 
mala City had been established in 1956 and had been functioning irregularly since 
then. In 1958 the Guatemalan Government decided to intervene to avoid a panic 
among depositors. The parent bank, having its own problems in Colombia (HAR, 
XI: 448), refused to consider payment of the two million quetzal debt and tried to 
sell the branch or to turn it over to the Casa Monetaria de Guatemala, but the 
Guatemalan Government insisted on payment of all debts before any disposition of 
the bank was made. 


The United Fruit Company and the Guatemalan Government were seeking a 
solution to the problem created by a group of peasants living for 30 years on lands 
belonging to the United Fruit Company in Izabal Province. It was said that the 
company would evict them from the 55 acres they occupy: but William Taillon, 
manager of the United Fruit Company in Guatemala, declared that this rumor was 
fabricated by agitators. President Ydfgoras Fuentes asserted that the peasants 
would remain on the land, whether the company gave it to them or the government 
bought it at a just price. He observed that expropriation would be resorted to only 
in the event that the United Fruit Company should demand too high a price. 


The Department of Appeals of the New York Supreme Court ordered the 
United Fruit Company to pay $4, 628,997 to the International Railways of Central 
America to cover the difference between what the company paid and what it should 
have paid for freight of bananas and other products before December 31, 1955, 
plus interest up to December 18, 1957. For shipments after 1955, the United 
Fruit Company would have to pay higher freight rates in accordance with a rate 
schedule formulated by the tribunal. The case, which had lasted ten years, was 
initiated by minority stockholders of International Railways of Central America, 
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who alleged that the United Fruit Company had kept transport rates down because 
it controlled the railroad. The United Fruit Company held 241,100 of the 600,000 
voting stocks, which did not constitute a majority; nevertheless, the court con- 
sidered that it had control of the railroad. 


EL SALVADOR 


The publication of a leaflet, without signature or printer's mark, giving a 
list of university students and others allegedly responsible for the desfile bufo 
(student mock parade) of May 23, heightened the scandal originally produced (HAR, 
XII: 257). The Acci6én Catédlica Universitaria Salvadorefia published a manifesto 
condemning the leaflet, which contained the names of some of their members. 
The Salvadorean bishops held an episcopal conference and made a public declara- 
tion protesting against the desfile bufo in the strongest terms. Napole6n Rodri- 
guez Ruiz, president of the National University, convened the university's Supe- 
rior Council to consider the problem created by the parade. The Council ordered 
an investigation and punishment for those found responsible. The General Asso- 
ciation of Salvadorean Students rejected the protests with a manifesto of its own 
recognizing that there had been errors in the desfile bufo but deploring the public 
campaign, which, using the parade as an excuse, had attacked the National Uni- 
versity as an institution. 


Francisco Linares Aranda, Guatemalan Under-Secretary of Foreign Affairs, 
visited El Salvador to negotiate with the Salvadorean Foreign Affairs Ministry on 
the construction of a bridge across the Paz River, on the border between the two 
countries. The cost of the bridge was estimated at $200,000. Linares Aranda 
was also in El Salvador, headquarters of the Organizaci6n de Estados Centro 
Americanos (ODECA), to ratify the Multilateral Treaty of Free Trade between El 
Salvador, Guatemala, and Nicaragua. 


At a press conference, President José Marfa Lemus said that the Ministry 
of Economy had authorized a group of investors, represented by Rafael Alfaro 
Vilanova, to install an oil refinery in El] Salvador. The initial investment would 
be $8 million. It was designed to produce gasoline, kerosene, crude oil, and 
diesel oil. The crude petroleum would be imported from South America. 


The Salvadorean Cotton Cooperative announced that the 1958-59 cotton crop 
had been completely sold. The director had withheld 15, 500 bales of grade "C" 
cotton from the market since February. This cotton was sold during June for 
$26 per quintal (about 100 lbs.) of cotton, an increase of $2 per quintal over the 
price at which the previous 138, 129 bales had been sold. There was to be a 24% 
decrease in cotton acreage for the 1959-60 crop, due to the uncertainty of the 
market (see MEXICO). 


Ricardo Quifiénez, president of El Salvador's Chamber of Commerce and 
Industry, led a delegation of merchants and industrialists which visited Japan at 
the invitation of that country's Minister of Foreign Affairs. 

HONDURAS 


The Honduran Government lived up to its agreement with Nicaragua provid- 
ing that neither country would allow its territory to be used as a base for an inva- 
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sion of the other (HAR, XII: 258), when it quelled a rebel move to invade Nica- 
ragua. The rebel force, composed of Nicaraguans, Cubans, and Hondurans, was 
stopped before it could enter Nicaraguan territory. Reports indicated that 9 rebels 
were killed, 12 wounded, and 28 captured. Included among those captured was 
rebel leader Rafael Somarriba, former lieutenant in the Nicaraguan National Guard. 
Honduran students were not pleased with their government's action. The Federa- 
cién de Estudiantes Universitarios Hondurefios resolved, on June 8, to support the 
revolutionary movement in Nicaragua. A week later, the same organization pro- 
tested against what it called the "intervention" of the Organization of American 
States (OAS) in Nicaragua's internal affairs. This protest came at the time when 
the OAS mission was in Tegucigalpa investigating the attempted revolution in 
Nicaragua. 


The month of June witnessed a series of changes in the top echelons of the 
government, specifically in the military and the police. Colonel Antonio Molina 
Ortiz resigned as Defense Minister and was replaced by Major Fermfn Ramfrez 
Landa. Colonel Oswaldo Lépez Arellano, chief of the Armed Forces, was named 
honorary Minister of the new Public Security Ministry, previously annexed to the 
Defense Ministry. Major Cecilio Castro replaced Colonel J. David Chinchilla as 
chief of police. What was behind these changes was not clear. 


President Ram6n Villeda Morales approved, over the opposition of employ- 
ers, the new Honduran labor code (HAR, XII: 199, 258). Critics of the code 
pointed out that agricultural enterprises where labor represented 60% to 65% of 
total costs would be the hardest hit. The Tela Railroad Company, the principal 
subsidiary of the United Fruit Company in Honduras, expected an increase in 
labor costs of as much as 18%. Dramatic evidence of the code's effect was mani- 
fest as costly banana plantations were abandoned, building construction stopped, 
bakery and laundry services were discontinued, and a hotel and repair shops in 
Puerto Cortez closed. Standard Fruit also closed some operations and announced 
that it was seriously considering the suspension of all operations in Honduras by 
December 1959. Two factors would facilitate Standard's decision: the labor and 
technical advantages offered by Costa Rica, and the company's increasing opera- 
tions in Guatemala. La Ceiba's businessmen, who feared any possible suspension 


of operations, had already reported a marked business slowdown and increasing 
unemployment. 


Only certain articles of the newly enacted law were blamed for the trouble. 
Actually, wages remained at the same level, from $1 to $3 a day, but fringe bene- 
fits were substantially increased. The clause most criticized provided for full 
pay during illness, even if contracted off the job, for periods up to eight months. 
Severance pay was boosted and covered by similar terms. Women were to be en- 
titled to ten weeks off at full pay for childbearing. Any employer with more than 
thirty women employees was required to provide a nursery. Advocates of the code 
replied that the cost of most of the fringe benefits would be assumed by a new so- 
cial security system created by a law recently enacted, but it seemed that such a 
system would not be operative for a year or more. Unexpected criticism against 
the code came from Labor Minister Oscar Flores. His office wrote the first 
draft of the code, but it was revised and changed by Congress. 


After 18 months of geological work in Honduras, Petréleos Hondurefios gave 
encouraging reasons for the possible existence of oil in the country. Richard A. 
Mills, who holds degrees in geology from the University of Texas and Scripps 
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Institute of Oceanography, reported the results of a survey conducted in the de- 
partment of Santa Barbara, Honduras. Evidence accumulated seemed to imply 
the existence of heavy paraffin base crude types in the Cantarranas region. 
Petréleos Hondurefios was formed by a syndicate which included: Felmont Oil 
(New York); Western Hemisphere Petroleum (Tulsa); D. H. Byrd, Oil and Gas 
Property Management, and Georesearch (Dallas); Tradewinds Exploration (Den- 
ver): and Justiss Mears Oil Company (Jena, Louisiana). 


NICARAGUA 


June was a thrill-packed month for Nicaragua. For two weeks groups of 
rebels tried to overthrow the regime of President Luis Somoza Debayle, but they 
failed. Early in June, two planeloads of men from Costa Rica invaded Nicaragua. 
One plane landed 40 rebels in Santo Tom4s, where they met 60 more men leading 
horses and mules loaded with food and ammunition. The other plane landed 35 
men some thirty miles southeast of Matagalpa. General Anastasio (''Tachito"') 
Somoza Jr., commander of the National Guard, mobilized his 2,000 men while 
the rebels fortified themselves in the mountains. After several days, in which no 
decisive battle was fought, the Somoza brothers managed to play down the impor- 
tance of the revolutionary troops in spite of the victory predicted by rebel leader 
Enrique Lacayo Farffn, who directed the invasion from his post in San José, Costa 
Rica. Most rebel troops were reportedly captured after their frustrated attempts 
to enlist the support of the people. General Somoza attributed his bloodless vic- 
tory to orders issued to the National Guard in which he forbade the killing of rebels. 
He explained that several members of rich and influential families were among the 
rebel troops and that if these men were killed, their families would be sure to use 
their wealth to support the rebels against the Somoza regime. General Somoza 
claimed that the policy of making martyrs of rich men's sons was, according to 
rebel prisoners, a basic strategy of the revolutionary movement. 


Shortly afterward, the government announced that new armed attempts were 
expected. Three shiploads of men and arms were reported en route to Nicaragua 
from Cuba, and another rebel group was said to be coming overland from Hondu- 
ras (see HONDURAS). Meanwhile, President Somoza claimed he had information 
linking Cuban President Fidel Castro, Costa Rican ex-President José Figueres, 
and Venezuelan President R6mulo Betancourt with the revolutionary attempt to 
overthrow his government. The invaders, he stated, had received substantial aid 
and encouragement from these presidents. The Nicaraguan Government, assert- 
ing that the revolutionary forces had received foreign aid, invoked the Rio Pact 
before the Organization of American States (OAS). This treaty binds the 21- 
member states to consult with each other in case of a threat to the peace or in 
case of aggression in the Western Hemisphere. At first the OAS deferred the 
Nicaraguan plea for an investigation. Most of the votes were in favor of a one- 
day postponement of the issue; but Costa Rica, in an attempt to clear itself of any 
blame, voted in favor of the Nicaraguan move. Cuba and Venezuela voted against 
the Nicaraguan request; and when the issue came up for a final vote, the count 
was seventeen states in favor of Nicaragua's move and two (Cuba and Venezuela) 
against it. The OAS then sent a commission to investigate the attempted revolu- 
tion. The commission was composed of delegates from four member states: 
Brazil, Mexico, Uruguay, and the United States. 


As a result of the breakdown of negotiations between the Comité de Accién 
Civica (CAC) and President Somoza, the CAC, composed of business, profes- 
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sional and labor leaders, called a general strike against the government. The 
CAC had been demanding sweeping economic reforms (HAR, XII: 260-261). The 
strike was called at a time when the rebel invasion was under way, but it was 
widely believed that there was no connection between the two developments. The 
main reasons for the strike were economic. The CAC demanded the reduction of 
taxes and import duties, but the President maintained that this would dislocate 
the country's fiscal situation. The strike closed most of the commercial activi- 
ties in Managua, and the pro-government Novedades was the only newspaper pub- 
lished. Schools were open but sparsely attended. After a fewdays, the strike 
was called off when the President threatened to counter-attack by canceling all 
import licenses. 


COSTA RICA 


Political events in June were closely related to the Nicaraguan revolt (see 
NICARAGUA). Since Congress was sympathetic to the rebels, President Mario 
Echandi, trying to keep his country neutral, found himself "between the sword 
and the wall." In an attempt to control Nicaraguan rebel movements in Costa 
Rica, he warned Nicaraguan revolutionary leaders Enrique Lacayo Farffn and 
General Carlos Pasos not to exceed their rights as refugees. Congress retali- 
ated by censuring Echandi and passing a bill lending the rebels moral support. 
The same day, June 8, a third bill was passed asking the United States to see that 
arms furnished to the Latin American countries were not used for despotic pur- 
poses. During the debate, deputy Enrique Obreg6n Valverde made a violent at- 
tack on the United States, which he called "the great thief of the North." On 
June 9, as the Costa Rican Government sent reports on the Nicaraguan situation 
to the Organization of American States (OAS) investigation commission, Congress 
passed a bill censuring the OAS for intervention. 


Commercial airlines were soon involved in the conflict. A plane belonging 
to Costa Rican Aerolfneas Nacionales flew from fifty to sixty men into Nicaragua 
and was later destroyed by the Nicaraguan Air Force. It was suspected that 
Manuel Enrique Guerra, owner of Aerolfneas Nacionales, flew 27 men from Cuba 
to Matagalpa, Nicaragua. Fearing violations of neutrality, President Echandi 
suspended the airline's operating license. All national pilots then went on strike 
until an agreement was reached whereby Lfneas Aéreas Costarricenses (LACSA) 
would take over Aerolfneas' obligations and services at government expense. The 
suspension ended later when it was ruled that Aerolfneas was free to resume oper- 
ations. Another problem arose when a LACSA cargo plane on its way to Miami 
was forced to land for inspection by the Nicaraguan Air Force. An ultimatum was 
sent to the Nicaraguan Government, and the plane was released. Congress then 
passed a bill supporting the government's action. 


Trouble was brewing at the Nicaraguan border. Opposition deputy Frank 
Marshall of the Unién Cfvica Revolucionaria insisted that Nicaraguan troops were . 
violating national territory. Members of the Nicaraguan National Guard reportedly 
entered Costa Rican territory at La Cruz and arrested a few Costa Rican peasants 
who were soon released. Pressed to act, the Costa Rican Government denied the 
report. Later, a group of forty to sixty men of mixed nationalities led by the same 
Frank Marshall was preparing to join the Nicaraguan rebels at Punta Llorona, near 
Golfito. It was believed that the group included men from Nicaragua, Cuba, the 
Dominican Republic, and Costa Rica. A mediation commission named by the gov- 
ernment negotiated a surrender under the condition that all Costa Ricans in the 
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group should be freed and all foreigners permitted to leave the country at once, 
However, when government forces arrived at Punta Llorona to accept the surren- 
der, they found only one man and a large quantity of weapons. The rest of the 
group had apparently disappeared into the mountains. A few days later, Marshall 
turned up in San José, saying that the Somozas' fall was only a matter of time. 


The eleventh General Assembly of the Federaci6n Cafetalera de América 
(FEDECAME) was held in San José from June 8 to 11. It was attended by repre- 
sentatives of the 14 member countries and by observers from Brazil, Colombia, 
the Pan American Coffee Bureau, and the Organization of Central American 
States. The main decisions reached were: to use an estimate of 40 million bags 
as the consumption figure for the coffee importing countries in working out an in- 
ternational agreement on exports for 1959-60; to release exports periodically to 
avoid wild fluctuations in supply; to organize a joint campaign to increase coffee 
consumption; and to cooperate in an effort to eliminate the high tariffs imposed on 
American coffee in Europe. 


PANAMA 


Excitement over the April invasion by Cuban revolutionaries was finally 
subsiding. After hearing a report by its five-man investigation team, the Organ- 
ization of American States (OAS) wound up its mission by calling upon all American 
nations to increase their vigilance to prevent such invasions in the future. The 89 
Cuban invaders who surrendered were acquitted of charges that they had tried to 
overthrow the Panamanian Government. Panamanian José Picans and five Cubans, 
who separated from the main group and were later captured, remained prisoners 
awaiting trial. Roberto Arias, suspected leader of the plot who had taken refuge 
in the Brazilian Embassy, was given a long-delayed safe-conduct and went to 
Brazil to meet his wife, British ballerina Margot Fonteyn, who had been tempo- 
rarily arrested in Panama in connection with the plot (HAR, XII: 204). 


National Guard and police forces were sent to the Costa Rican border ap- 
parently because of the revolt in Nicaragua (see NICARAGUA). Although no rebel 
movements were reported at the border, they were expected. National Guard 
chief Colonel Bolfvar Vallarino explained the move as a measure to guarantee 
Panamanian neutrality toward the internal affairs of other countries. 


Bickering with the United States over the Canal continued. The Panamanian 
Government complained that the United States had failed to comply with those pro- 
visions of the 1955 treaty which specifically provided for equal treatment and op- 
portunities for Panamanians and U.S. citizens working in the Canal Zone. To 
Panamanians this meant that their wages would be substantially increased. To the 
U.S. administrators in charge of the Canal Zone, however, it meant that only 
Panamanians and U.S. citizens doing the same type of work would receive the 
same pay. Since very few Panamanians do the same type of work as U.S. person- 
nel, it followed that very few salaries would be increased. The U.S. reply was 
still under study, but it had already been termed "unsatisfactory" by the Pana- 
manian Government. When President Ernesto de la Guardia wrote directly to 
President Eisenhower in March, the United States promised to study the matter. 
In June, a note presumably containing an answer to de la Guardia's letter was sent 
by the State Department, but the Panamanian Government returned it unopened, in- 
sisting that the correspondence be kept between the two presidents. Meanwhile, 
canal traffic for the fiscal year ending June 30 set an all time record of 11,110 
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vessels, an increase of more than 5% over the previous year. A contract for the 
substructure of a $23 million fixed bridge over the canal at Balboa was awarded 
to two St. Louis firms-- Frui-Colnon International, and Le Boeuf and Dougherty. 
The east and west bank approaches to the bridge were under construction, the lat- 
ter near completion. 


The Christian Science Monitor reported that Communist leadership in the 
Panamanian Students Federation was discredited at a recent plenary session of the 
Federation's congress. A proposal calling for commercial relations between Pan- 
ama and the Soviet Union was defeated, and relations with the Communist-dominated 
International Student Union were broken off by a majority vote. Also at the session, 
the students demanded an increase in the annuity paid to Panama by the United 
States in connection with the Canal, and declared Minister of Education Carlos 
Sucre "enemy No. 1 of Panama education." Sucre, who favors a firmer control 
over student and teacher activities, was viewed as a likely presidential candidate, 
in the 1960 elections, for the Coalici6n Patriética Nacional, the group currently in 
power. 


With an estimated 1958-59 coffee crop of 70,000 bags, 20% higher than the 
previous year, Panama joined the Pan American Coffee Bureau, with headquarters 
in New York. On June 24, the United States and Panama signed an agreement for 
cooperation in research on the peaceful uses of atomic energy. 


CARIBBEAN REPUBLICS AND PUERTO RICO 
CUBA 


Prime Minister Fidel Castro's "pet" program, the agrarian reform, became 
law on June 3. The law(HAR, XII: 264) alarmed U.S. sugar interests, Cuban 
large land owners, and many small-holders, especially tobacco growers. U.S. 
interests were disturbed not only because the assessed land values for tax pur- 
poses, which were to be used as a basis for payment, were far below current mar- 
ket prices, but also it was asserted that the proposed compensation was not in 
accordance with international practices. On June 11, the U.S. Department of 
State sent a note to the Cuban Government expressing serious concern about the 
agrarian reform. While the note endorsed the principle of land reform as a force 
for social progress and acknowledged Cuba's right to expropriate foreign-owned 
property, it reminded Cuba that "this right is coupled with the corresponding ob- 
ligation for prompt, adequate, and effective compensation." 


The U.S. Congress was expected to act during 1959 or 1960 to extend or re- 
vise the U.S. Sugar Act, which sets quotas on sugar entering the United States and 
which expires December 31, 1960. Senator George A. Smathers of Florida pro- 
posed the restoration of paragraph 202E, removed in 1951, which would empower 
the Secretary of Agriculture to limit imports from any sugar supplier if American 
nationals were being discriminated against. 


Sugar growers contended that breaking up large holdings would destroy the 
efficiency of the industry. The small, now landless farmer would not have the 
"know-how" and the financial resources to do his job. Cuba answered that only 
the land, not the sugar mills, was being divided, and that, for administrative pur- 
poses, large estates were already divided into smaller units of a more manageable 
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size. Castro, answering the claim that the reform may result in shortages rather 
than increasing production, offered to sell the United States eight million tons of 
sugar in 1961 at four cents per pound. This was well under the price of Cuban 
sugar entering the United States under the quota but substantially above the price 
of sugar in the world market, which was being quoted during June at 2.75 cents a 
pound (see below). The United States diplomatically rejected Castro's offer, point- 
ing out that the government does not buy sugar, that only private companies engage 
in the sugar trade. 


The National Association of Cattlemen of Cuba declared that the announced 
limit of 3,300 acres for the individual rancher was not sufficient to make the busi- 
ness profitable. However, Fidel Castro said that’the establishment of cooperative 
farms would make it possible for Cuba to export cattle in five years. Caifias 
Milanés, president of the Association, said at a Havana Rotary Club meeting that 
the land reform proposed by the Communists was more conservative than Castro's 
plan in some respects. Troops took over 2.3 million acres of ranch land in Cama- 
gliey Province on June 25. 


Tobacco growers were also critical of the agrarian reform. An organization 
of land owners in Pinar del Rfo, Cuba's westernmost province, took to the air 
waves to denounce the land reform. They vowed that they were ready to be led be- 
fore the firing squads rather than to comply with the land reform decree. They 
proposed a "united front" of landowners to fight for a change in the law. Félix 
Fernandez Pérez, president and main speaker for the Tobacco Growers' Associ- 
ation of Pinar del Rio, was arrested on the charges of helping five Batista sup- 
porters try to flee Cuba by boat. 


The Catholic Bishop of Santiago de Cuba at first expressed his support for 
the agrarian reform, calling it "a necessary and human reform." Later, in 
clarifying his statement, he added that "certain groups in Cuba suspect that the 
authors of that law and the Communists had been drinking at the same spring." 
He called upon Castro to carry out the agrarian reform with respect to the in- 
terests of all concerned. 


In spite of all the criticism and opposition to agrarian reform, the National 
Agrarian Reform Institute began to seize cattle land from private owners. Those 
affected were chiefly individuals and corporations who had been outspoken in their 
protest against the agrarian reform program. 


Political opposition was rallying around Antonio ("Tony") de Varona, presi- 
dent of the Partido Auténtico. He was making a public issue out of the government's . 
reluctance to have popular elections held soon. In a televised interview, he criti- 
cized the government for distributing land under cultivation. He said that state 
land should be distributed first and that the distribution of large uncultivated es- 
tates should follow as part of a long range plan. He added that the agrarian reform 
was a violation of the constitution of 1940 which guaranteed property rights. 


The growing opposition to Castro's measures was manifest not only in pub- 
lic demonstrations but also in counter-revolutionary activities, which were report- 
edly increasing. Several bombs exploded in various parts of the country. Three 
bombs exploded in Havana while Castro was making one of his many television 
speeches. Large quantities of arms, ammunition, uniforms, and military equip- 
ment were seized. Many persons, including former members of the Batista 
armed forces, were arrested in the roundup of opposition elements. 
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Various measures were taken to strengthen the Castro regime, including 
changes in the Cabinet. Five Cabinet members, among them Foreign Minister 
Roberto Agramonte and Agriculture Minister Humberto Sorf Marfn, “resigned." 
Some accounts said they were forced to resign because they favored more moder- 
ate agrarian reforms. Roberto Agramonte has been a major figure in Cuba for 
many years and was a leading candidate for President representing the Ortodoxos 
' when Batista usurped power in 1952 (HAR, X: 354). The 1940 Constitution was 
amended by decree to permit the death penalty for "certain counter- revolutionary 
activities."" Since January, executions had been authorized by special military 
courts. 


Twenty-six officers of the Cuban Air Force, practically all the experienced 
personnel, were purged. Pedro Diaz Lanz, Castro's former air chief, returning 
from a sick leave and finding his position filled by Major Juan Almeida, resigned. 
In his letter of resignation to President Urrutia, he said that Communists "occupy 
prominent positions in the rebel army and in other dependencies of the government. 
When the letter was made public, Dfaz Lanz dropped out of sight to escape being 
arrested as a traitor. Former President Carlos Prio Socarrfs announced his re- 
tirement from political life. However, he added that his withdrawal from the po- 
litical scene did not imply his isolation and that he would be ready to return to ac- 
tion if and when either Cuban sovereignty or freedom was endangered. Before 
leaving for Europe, where he would spend six weeks, he expressed his support of 
the agrarian reform. 


Several international incidents were added to Castro's troubles. In Port- 
au-Prince, the car of Antonio Rodrfguez Echaz4bal, Cuban Ambassador to Haiti, 
was riddled with machine gun bullets (see HAITI). The diplomat escaped unhurt, 
but his chauffeur and a passenger were wounded. In Ciudad Trujillo, a group of 
Cuban exiles stormed the Cuban Embassy, wrecked furniture, and tried to set the 
building on fire before Dominican police could eject them. The attack on the Em- 
bassy was an outgrowth of an exchange of shots the previous day between two Cuban 
diplomats and three Cuban exiles in which one exile was killed and the diplomats 
received minor injuries. 


Castro called these incidents part of an international conspiracy against 
Cuba. He declared that he had proof that the Dominican Republic was preparing 
to attack Cuba, and he said that Cuba would be ready. The garrisons in Pinar del 
Rfo Province were reinforced; the armed forces in Oriente Province were increased 
as were the fortifications of the Isle of Pines. 


Cuba broke diplomatic relations with the Dominican Republic following 
charges that Cuba had been the base of an abortive invasion of that country (see 
DOMINICAN REPUBLIC). Radl Roa, the new Foreign Minister, announced the 
rupture of relations in a note to the Organization of American States (OAS). He 
accused Trujillo's regime of the mass extermination of war prisoners and the 
bombing of defenseless citizens. Cuba refused to allow the OAS commission in- 
vestigating the Nicaraguan situation to enter Cuba. According to Foreign Minis- 
ter Roa's note, the Treaty of Rio de Janeiro, which defines conditions necessary 
for OAS intervention, was not applicable in this case because the Nicaraguan ques- 
tion was an internal problem and did not affect the security of the hemisphere or 
endanger any American nations. 


President Nasser of Egypt invited Castro to visit that country. Since the 
latter was unable to go, he sent a commission headed by Ernesto ("Che") Guevara 
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to discuss economic matters with Arab officials. A comprehensive program of 
fiscal reform adopted by the Ministry of Finance greatly simplified the tax struc- 
ture by combining into 22 taxes more than 150 tax rates which had previously ex- 
isted. The system included new laws on administrative procedures, a fiscal code, 
a new department to supervise fiscal matters, and authorization to commercial 
banks to receive tax payments. Direct taxation was emphasized, and severe pen- 
alties for tax evasion were provided. The new tax program was based on the prin- 
ciple of levying against those best able to pay, and the primary purpose was to 
increase government revenue in order to speed up Cuba's economic development. 
Although the government edict mentioned above cut rents 30% to 50% and put such 
a damper on building that the construction industry practically stopped, Sir Stan- 
ley Rawson, head of the Anglo-Cuban Development Agency, announced a long range 
project by a group of British enterprises to invest L 100 million in the develop- 
ment of Cuban industry. 


In the opinion of some observers, the revolutionary government would have 
real trouble with unemployment before the end of the year. About 200,000 sugar 
workers would soon be out of work in the so-called "dead season" following the 
sugar harvest. In addition, the rent control law was crippling the construction 
industry and threatening to idle another 80,000 to 100,000. Adding the 500,000 
chronically unemployed, a total of about a third of the total work force would be 
unemployed. 


World sugar prices broke sharply in both future and spot trading with the 
disclosure that the Cuban Sugar Institute, which is sponsored by the government, 
had become a direct seller of sugar in the world market in competition with pri- 
vate exporters. The world sugar price dropped to 2.75 ¢ per lb. (from a high of 
2.84 ¢ per lb.), the lowest level since 1941. It was believed that the intervention 
of the Institute was a move intended to increase Cuba's sales in the world market, 
which had been lagging. Total sugar exports from the island for 1959 up to June 6 
were only 1,905, 819 Spanish long tons, compared to 2, 676, 721 tons in the same 
period in 1958. The Cuban Sugar Institute reported that Cuba would succeed in at 
least equaling the quota of 5, 800, 000 tons for the year. 


HAITI 


President Francois Duvalier, who had been ill for several weeks with a 
heart attack, was expected to return to his office by July 15, according to presi- 
dential secretary Clément Barbot. In the National Assembly, which had been 
considered completely subservient to the administration since May 1958 when 
Deputy Frank Seraphin criticized the government, Senator Emmanuel Moreau 
touched off a revolt with a vitriolic attack on Duvalier's regime. Senator Moreau, 
who had supported Duvalier, made it clear that he was not criticizing the Presi- 
dent himself but was warning him that the country was headed for financial destruc- 
tion. The Cabinet ignored Senator Moreau's invitation to come to the Senate and 
explain its activities; but Interior Minister Jean A. Magloire read a communiqué 
stating that the Cabinet would take any action necessary in view of the organized 
sabotage against the government in the form of bomb explosions in public places 
and verbal bombs bursting in the Senate. 


Police of Port-au-Prince were searching vehicles and houses for arms and 
explosives after a nightclub bombing early in June which killed one and wounded 
twenty persons, including four tourists from the United States. Two bombs had 
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exploded earlier: one near the home of Brig. Gen. Pierre Merceron, head of the 
Army, and the other in a theater. Merceron announced that all homes, irrespective 
of the nationality of the residents or of their position in the Haitian Government, 
would be searched. Max Bolte, leader of one of the opposition groups, said that 

an estimated one hundred persons had been arrested without charges. These in- 
cluded: Dr. Georges Rigaud, head of the Independent Democratic Alliance, and 

his brother Milo, an auther; Dr. Manes Liautaud, former Minister of Public 
Health; and Jean Périgaru, a supporter of Louis Dejoie, exiled former presiden- 
tial candidate. 


A second attempt within three months to assassinate Antonio Rodriguez 
Echaz4bal, Cuban Ambassador to Haiti, was made by three carloads of gunmen as 
the Ambassador was returning from the International Casino late one evening. The 
Ambassador was unhurt, but his chauffeur and Celestino Fern4ndez, a friend, were 
wounded. The Ambassador accused the Dominican Embassy and the Haitian Gov- 
ernment of being involved in the attempts on his life. 


Haiti's foreign trade during the first quarter of 1959 remained depressed. 
Exports were off fifty per cent and imports a little less than fifty per cent. How- 
ever, some steps to encourage new industry were taken and several concessions 
were granted. Sisal prices and processing volume were up. Coffee prices rose, 
and sugar production equaled 1958; and the manufacture and importation of soap 
were controlled. The tourist season was the best in three years. Among the con- 
tracts and concessions sanctioned by presidential decree to various private com- 
panies and individuals were: petroleum and mineral exploration and exploitation: 
the construction and operation of television stations; the planting and processing 
of kenaf, sesame, and ramie; the processing of cacao and guano: the manufacture 
of fertilizer; and the development and operation of tourist attractions such as gam- 
bling and resort hotels. 


DOMINICAN REPUBLIC 


Invasion attempts against the Dominican Republic by Dominican, Cuban, and 
Puerto Rican volunteers in June apparently failed to establish a nucleus of opposi- 
tion strong enough to win support from the local population. A few of the estimated 
total of 150 invaders escaped to the mountains, but most of them were killed upon 
landing on the beach at Maimé6n Bay, on the north coast of the island, by govern- 
ment forces and peasants wielding machetes. The significant battle of June 19 re- 
portedly lasted all day and was for a time under the personal command of General- 
issimo Rafael L. Trujillo. On June 29, Trujillo gave a fiesta for 2,000 peasants 
and townspeople in the Santiago area to celebrate the victory. The Trujillo gov- 
ernment had previously denied that an invasion had occurred. 


The Dominican Government imposed strict censorship, and no journalists 
were allowed to enter the country without special permission. U.S. reporters 
were taken on a tour of the invasion areas under military escort after hostilities 
had ceased. They found no evidence of the indiscriminate bombing and strafing 
claimed by some Dominicans in exile. 


Almost simultaneously with the invasion, the U.S. freighter "Florida State" 
was stopped by a Dominican patrol boat expecting new invasions. Soon after, a 
U.S. Air Force C-47 en route from Puerto Rico to Cuba was forced by a Domini- 
can fighter plane to land in Ciudad Trujillo. The United States was reported pre- 
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paring to invoke provisions of the inter-American agreements for hemisphere ac- 
tion to avoid an outbreak of open warfare in the Caribbean. A group of exiles, 
headed by Alfonso Canto, established a "Dominican Liberation Movement" in New 
York. 


Cuba severed diplomatic relations with the Dominican Republic during June. 
A Cuban note sent to Trujillo's government protested the killing of prisoners cap- 
tured by the Dominicans, the bombing of undefended towns, and Trujillo's refusal 
to extradite ex-President Fulgencio Batista. On June 12, Venezuela also severed 
diplomatic relations with the Dominican Republic after the Trujillo government 
had declared Colonel Pedro Antonio Bracho, military attaché in the Venezuelan 
Embassy, persona non grata and gave him twelve hours to leave the country (see 
VENEZUELA and HAR, XII: 154). 


Some of Trujillo's aides were urging him to take the offensive, presumably 
against Cuba, and not to wait for another invasion. Official informants acknowl- 
edged that the Domonican Foreign Legion was augmented by 300 Spanish volunteers 
who arrived from Spain during May. The Organization of American States (OAS) 
held a hearing during June at the request of the Dominican Republic for help a- 
gainst the invasions. The OAS decided to postpone action for fear that Cuba would 
withdraw from the organization. 


Economic development in the Dominican Republic had become stagnant, not 
only because of political tension and the invasion, but also because of lower world 
prices for sugar and coffee, and thus lower export earnings. Dominican capital 
was leaving the country because of the unstable political situation, and no new 
foreign capital was being invested. 


However, industry had continued a gradual, steady expansion during the first 
quarter of 1959. Except for some small manufacturing plants, industry was not 
drastically affected by the commercial slowdown. Despite the scarcity of capital, 
several plants began operation. U.S. automobiles were regaining part of the 
Dominican market lost to European cars in 1957; but competition from European 
trucks, especially British and German, became noticeable. The first commercial 
finance firm began operation. The construction industry was moderately active, 
and tourism registered a considerable gain. 


PUERTO RICO 


Puerto Rico's political status was still being debated in Washington and San 
Juan. Legislation to change the Federal Relations Act of 1952 which gave it ''com- 
monwealth" status was under consideration. The U.S. Budget Bureau brought up 
serious questions about the constitutionality of the proposals. One problem was 
that, should the legislation be enacted, Congress apparently would not be able to 
amend it later without the consent of the Puerto Ricans. Governor Luis Mujfioz 
Marin said the island wanted a clarification, not a fundamental change, in the 
agreement. Under the proposed clarifications, Mufioz Marfn said the island 
would assume a larger share of common burdens with the mainland. However, 
the Governor firmly maintained that statehood and the obligation of paying federal 
taxes would be the ruin of Puerto Rico, whose Operation Bootstrap largely de- 
pended on tax advantages (HAR, XII: 150-151, 269-270). 
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Puerto Rico's partnership with the United States as a training ground for 
world-wide technical cooperation phases of the Mutual Security Program was 
being broadened and expanded by a new agreement reached between the Common- 
wealth and the International Cooperation Administration. Puerto Rico's rapid 
economic and social development and Spanish cultural background served as an 
example for participants from newly developing countries. The program had 
given special emphasis to training participants from Latin American countries 
and the Caribbean area. Participants could observe advanced and modern tech- 
niques applied to conditions more nearly approximating those in the countries 
from which they came. They also observed for themselves the Commonwealth's 
achievement in political democracy while still in free association with the United 
States. 


The Puerto Rican Economic Development Administration (Fomento) in 1958 
had the best year in its history of industrial promotion. A total of 192 new indus- 
tries began operation, 136 with U.S. based capital and 56 with local capital. New 
machinery for U.S. plants was valued at $7. 44 million and for the Puerto Rican 
plants at $1.31 million. The total investment in Puerto Rican industry was esti- 
mated at over $500 million. The Puerto Rican Treasury Department announced 
that net profits of tax exempt firms rose to a record level of $48.2 million during 
the calendar year 1957, the last year for which figures are available, in compar- 
ison with $39.4 million for 1956. As a result of a study of various industries, the 
Planning Board predicted there would be a general and gradual increase in em- 
ployment during the next five to ten years. A reliable source pointed out that 
there had been a net decrease in employment from 1950 to 1958 in spite of the 
steady growth in the number of industrial workers in this period. The net decrease 
was explained by substantial declines in needlework and agriculture. Agricultural 
employment fell from 223,000 in 1950 to 157,000 in 1958. 


The Commonwealth Government expanded a loan program for internal devel- 
opment. The first rice mill in Puerto Rico, a $2 million venture, was announced. 
The Rice Growers Association of Sacramento, California, would build and operate 
the new mill. At the same time the Commonwealth's Economic Development Ad- 
ministration reported that two other West Coast rice processors, C. E. Crosjean 
and Farmers Rice Growers, were planning to open rice mills in Puerto Rico, 
Puerto Ricans consume on an average 135 pounds of rice per person annually. 
The island continued to enjoy a strong construction boom, and department store 
sales held up well in the first half of 1959. The Puerto Rican Senate approved a 
resolution authorizing the government to sell a new bond issue of $32 million, the 
money to be used partly for the construction and improvement of principal highways 
and municipal roads and partly for hospitals, parks, housing, and aqueduct facilities. 


WEST INDIES, BRITISH GUIANA, BRITISH HONDURAS 


With the approach of the Jamaican general election on July 18, constitutional 
problems in the West Indies Federation continued to overshadow all others. While 
accepting that each unit should have a minimum of one representative, Chief Min- 
ister Norman Manley of Jamaica demanded representation for each territory pro- 
portionate to its population. This would work out to one member for every 60,000 
inhabitants. Jamaica Labour Party leader Sir Alexander Bustamante went further, 
saying that Jamaica should never have entered the Federation and that it had be- 
come necessary to examine its position in regard to pulling out. The Jamaica 
Daily Gleaner said that the Colonial Office would soon realize there would be no 
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federation on existing terms or at any price, and that the Jamaican elections 
would not be the end of a problem but the beginning of a decision. It was increas- 
ingly obvious that the rock upon which federation could founder was that of dock- 
side insolvency, even before the voyage began. 


St. Lucia's Weekly Crusader remarked acidly that if Jamaica pulled out of 
the Federation and was replaced by British Guiana, it would be all for the good 
since Jamaica had nothing to offer while British Guiana had two things -- rice and 
empty spaces to be filled. People's Progressive Party leader Cheddi Jagan told 
a New Amsterdam audience that he was in sympathy with British Guiana joining 
the Federation, adding, however, that it must do so only if it obtained an equal 
voice in the Federal Government. At a Trinidad press conference, Chief Minister 
Eric Williams indicated that Trinidad might revise its immigration policy to keep 
out other West Indians if something were not done about a customs union, pointing 
to the surplus of arrivals over departures in Trinidad from other West Indian ter- 
ritories. “As Customs Union recedes further into the background, freedom of 
movement becomes more an accomplished fact."" The West Indian Economist con- 
sidered that the "Crusoe concept of industrialisation" was the chief obstacle to the 
wholehearted collaboration of Jamaica with Trinidad inside the Federation. 


Secretary of State for the Colonies Alan Lennox- Boyd told the Windward and 
Leeward Islands Conference that the British Government was looking forward to 
the West Indies Federation becoming an independent member of the Commonwealth. 
It was decided to abolish the governorships of these two groups of islands. The 
unit territories would receive self-government modeled after the Jamaica Consti- 
tution. Writing in the Daily Gleaner, Victor Hinkson emphasized the pull between 
those who wanted to be rid quickly of the "shackles of Colonialism" and those who 
recognized that economic development including a customs union must precede 
this. The question was whether the more prosperous islands would make the nec- 
essary financial sacrifices to expedite political freedom. 


June closed with an unresolved constitutional crisis over the administration 
of police in Trinidad, which arose out of constitutional changes replacing the Ex- 
ecutive Council by a Cabinet consisting of a premier and eight other ministers and 
two ex-officio members. In absence of an official statement, Eric Williams was 
believed to be insisting on the appointment of a Minister of Home Affairs with full 
powers over the police, as in Jamaica and Barbados, a course objected to by the 
opposition. 


Representatives of the West Indies Government were to attend the special 
session of the West Indian Conference at St. Thomas, Virgin Islands, on July 28 
to plan a successor organization to the Caribbean Commission. The Bahamas and 
British Honduras governments declined to take part. 


The Jamaica House of Representatives unanimously voted a contribution of 
£4, 450,000 to the University College of the West Indies to establish the Imperial 
College of Tropical Agriculture in Trinidad as its Agricultural College and Faculty; 
to extend the medical, arts, and science faculties; and to establish an engineering 
faculty. The governments of Trinidad and of Barbados had agreed to contribute 
£400,000 and £100,000 respectively. It was expected that these developments 
would lead to the University College receiving full university status in the next 
three years. 
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Addressing a thousand party delegates at New Amsterdam on May 31, Forbes 
Burnham, People's National Congress leader, declared that unless North and South 
America were to go Communist, the chances of a Communist Guiana surviving 
were less than those of "a snowball retaining its form in hell's depths." He also 
claimed that the People's Progressive Party (PPP) was split and was destroying 
itself; while Edward Beharry and Fred Bowman attacked PPP leader Cheddi 
Jagan, the West Indian Economist doubted whether Communism were the real 
issue, diagnosing rather a typical West Indian struggle for power inside a party. 


Milton Plumb, director of publicity, U.S. Section, Joint United States-Mexico 
Trade Union Committee, in a June 12 report refuted point by point an article by 
Vera Rony, national secretary of the Workers Defense League, in which she criti- 
cized Plumb's 1955 report on British West Indies migrant labor conditions. Plumb 
called Miss Rony's attack inaccurate and detrimental to the BWI program. "While 
the program could stand improvement, it must be given a clean bill of health since 
it supplies the best actual compliance apparatus of any existing foreign labor pro- 
gram," he said. Instead of denouncing the program, Plumb believes support should 
be given BWI officials in their efforts to improve conditions. 


At the annual meeting in Canada of the Maritime Provinces Board of Trade, 
W. A. Scammell Case, first Vice-President of the Canadian Chamber of Commerce, 
pointed out that Canada was still losing ground in its exports to the West Indies. 
He called for a concentrated effort by both parties to remove or modify exchange 
restrictions and import quotas. © 

A substantial measure of dollar liberalization effective from July 1 was an- 
nounced by Jamaica Trade and Industry Minister Wills Isaacs, which would result 
in a large range of consumer goods becoming free from import-licensing restric- 
tions. This followed a similar relaxation announced by British Guiana. 


. In the Daily Gleaner, John Ridsdale commented on increasing trade between 
Britain and Cuba since the revolution, expressing the hope that this might be ex- 
tended to Jamaica. He said that there was no reason why a relationship which 
had already been formed at a cultural level should not be fostered by interchanges 
of trade missions to examine markets and to ascertain the prospects of meeting 
needs now unfulfilled. Federal Finance Minister Robert Bradshaw visited Cura- 
cao on June 4 to discuss with the Dutch Government problems arising out of the 
repatriation of West Indian oilfield workers. 


GRAN COLOMBIA 
VENEZUELA 


"Rumors Are Flying" would have been an appropriate headline to describe 
Venezuela during June, as newspaper reports appeared almost daily regarding 
the possibility of conspiracy against the government. Broadcasts from a clandes- 
tine radio denounced the government of President R6émulo Betancourt as "the ruin 
of the Venezuelan people" and proclaimed itself "the Voice of Venezuelan Libera- 
tion." This subversive radio voice, which claimed to be broadcasting from Vene- 
zuelan territory, declared that its movement was supported by the major part of 
the nation and that only isolated pockets were not in accord. The broadcasts, 
which called specifically upon the military to rebel, also claimed to be supported 
by the Venezuelan Communist Party. Printed leaflets containing similar propa- 
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ganda were distributed in Caracas. Communist Party chief Gustavo Machado af- 
firmed that a coup threat existed but called upon Venezuelans to unite in “popular 
vigilance" against any such movement against the constitutional government. In 
the meantime, President Betancourt denied that there was any serious threat to 
his government. He said the government could rely completely upon the support 

of the three major parties and added that if he felt there were any danger, he would 
be the first to inform the people. 


The ten years of dictatorship under Marcos Pérez Jiménez indirectly claimed 
another victim in Ciudad Bolfvar, state of Bolfvar, on June 5. A group of some 
three thousand citizens of that city had gathered in front of a courthouse where 

four ex-secret policemen were being tried for criminal acts committed prior to 

the January 1958 revolution. The crowd, which had been attracted because of local 
concern that the prisoners would not be punished, failed to disperse when ordered 
to do so and appeared to be about to take justice into their own hands. Shots fired 
into the throng from a nearby balcony wounded ten people and killed a young woman. 
Immediate hostility toward the Army diminished when investigation disclosed that 
the shots were from a 38 caliber pistol rather than from the Army-issue rifles 
carried by the soldiers guarding the prisoners. The act was attributed to the local 
police. Demonstrators in Ciudad Bolfvar and university students called for "ex- 
emplary" punishment for the officials responsible for "firing into the defenseless 
populace." Editorials in three major Caracas newspapers backing the law en- 
forcement agencies involved, aided greatly in avoiding any hysterical reprisals 
against them. 


It was hardly surprising when the long-simmering relations between Vene- 
zuela and the Dominican Republic at last erupted into a vigorous boil (HAR, XII: 
154, 269). The Venezuelan Government officially suspended relations with the 
Dominican Republic after the Dominican chargé d'affaires in the Caracas Embassy, 
Hugo José Villanueva Santos, was declared persona non grata for allegedly re- 
porting to his government that Venezuela was supplying planes and arms to the 
Nicaraguan rebels. Venezuelan Government spokesmen completely denied the 
charge. Foreign Minister Ignacio Luis Arcaya said that other reasons for the 
rupture were "the constant police surveillance of the Venezuelan Embassy in 
Ciudad Trujillo, and the unjust expulsion of the Venezuelan Ambassador and mil- 
itary attaché" (HAR, XII: 154). He added that it had been proven that the Do- 
minican Government had abused diplomatic privileges to spread hostile propaganda 
against the Venezuelan Government. The thirteen refugees who had been living in 
the Venezuelan Embassy in Ciudad Trujillo were given political asylum by the Em- 
bassy of Ecuador. Arcaya explained that the only reason Venezuela had maintained 
diplomatic relations with the Dominican Republic for so long was out of “humani- | 
tarian consideration of the 13 refugees who would have been left without diplomatic 
protection." Once their safety was assured in the Ecuadorean Embassy, there 
was no need to continue relations with that anti-democratic republic which had 
behaved disgracefully toward Venezuela, the Foreign Minister declared (see 
DOMINICAN REPUBLIC). The Venezuelan representative to the Organization of 
American States (OAS) presented the OAS council with a list of the charges against 
the Dominican Republic which had led to the break. Venezuela had been trying for 
some time to have the OAS use its influence against the dictatorial regime of Ra- 
fael Leonides Trujillo (HAR, XII: 99) and had received considerable support. 


Minister of Communications Manuel Lépez Rivas announced that all ships 
and airplanes arriving in Venezuela after stopping at the Dominican Republic 
would be required to submit to a careful inspection by port authorities. The 
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measure was taken, according to Lépez Rivas, to protect Venezuela from Trujillo- 
sponsored attacks. Authorities had found a large quantity of anti- Venezuelan prop- 
aganda leaflets aboard a Norwegian ship, the "Tronstad " which had arrived in 
Maracaibo after stopping in Ciudad Trujillo. It was also reported that the Colom- 
bian gunboat "Admiral Padilla" sank a ship carrying a cargo of arms to Venezuela. 
A Spanish ship was denied permission to make port at La Guayra after it was 
learned that there were thirty Spanish mercenaries aboard intending to join the 
Dominican Army. Venezuelan passengers on the ship had to finish their voyage 

by air from Curacao. 


On June 19 in Caracas, a quiet demonstration took place in protest against 
the Spanish Government. The "symbolic strike" was enlivened by three men who 
threw "Molotov cocktails" against the Spanish Embassy building causing light dam- 
age. The demonstrators themselves, trying to limit their protests to the carrying 
of placards, would have none of this type of disorder and overtook and held one of 
the bomb throwers. The police captured the other two. 


A Venezuelan group traveled to New York to attend the Fifth World Petro- 
leum Congress and there continued talks with Arab oil men begun in April in Cairo 
(HAR, XII: 215). Although nothing concrete was reported from the talks, it was 
felt that they contributed to the growing atmosphere of solidarity and cooperation 
between the Arab oil producers and Venezuela, the only non-Arab nation invited to 
the Cairo conference. Meanwhile, in Venezuela, concern over the domestic oil 
industry increased. Firings by oil companies continued, and there was talk by 
some unions of calling a general strike if the dismissals did not stop. Spokesmen 
for the "two largest oil producers in Venezuela" claimed that the number of work- 
ers employed by their companies in 1959 was more than those employed in 1958 
Nevertheless, oil company representatives, called to discuss the problem with 
President Betancourt, promised their cooperation in finding a solution to the prob- 
lem. Minister of Mines and Hydrocarbons Juan Pablo Pérez Alfonso pointed out 
that production was up in the first part of 1959 over 1958 and that there was no ex- 
cuse for the large number of dismissals (HAR, XII: 274). Production, in fact, 
was up 344, 655 barrels per day from the average of the first six months of 1958 
Despite this rise in production, the last week in May showed the lowest petroleum 
production of the year, with a daily average of 2,470, 786 barrels compared with 
2,572,695 barrels per day produced the previous week. The sharp dip was caused 
by a fire in the Mene Grande field at Puerto La Cruz, Anzodtegui State. 


Minister Pérez Alfonso said that Venezuela intended to establish a National 
Oil Council soon. He reported that the Council would have to be set up and func- 
tioning before plans could go ahead on the proposed national oil company and tanker 
fleet. The Minister said that, although these matters were not to be rushed into, 

Venezuela had already lost a great deal of time 


The Shell Foundation of Venezuela was established in June, with a program 
calling for the expenditure of an estimated four million bolfvares in the first year. 
The Foundation was formed to handle funds donated by the Shell Oil Company of 
Venezuela for all types of scientific, benevolent, social, and cultural activities. 
However, other private, national, and foreign donations were expected to help 
maintain the fund. The Creole Foundation, which sponsors the educational and 
cultural activities of the Creole Corporation, a subsidiary of Standard Oil of New 
Jersey, also announced the granting of 225,000 bolfvares to provide technical as- 
sistance for the organization and supervision of a Venezuelan building materials 


- 330 - 


laboratory. The grant was given through the Armour Research Foundation of the 
Illinois Institute of Technology. 


General dissatisfaction was felt by labor in the iron industry because of con- 
tinued lay-offs. The ceasing of operations of a 150-man dredge owned by the 
Orinoco Mining Company, while a similar vessel continued to work under the Li- 
berian flag and with a foreign crew, brought threats of a general strike if the sit- 
uation were not remedied. Five hundred iron workers in the zone of Puerto de 
Hierro, Sucre State, were also about to strike in protest against an alleged lack 
of adequate medical care as called for in their contract. A protest work stoppage 
among merchant marine pilots and dock workers at Palia, Bolfvar State, para- 
lyzed ore shipments for one day. The pilots were demanding that a shipping of- 
ficial be fired, and dock workers struck in support of the pilots' demand. Union 
and port officials arrived at an agreement and ended the strike after one day. Port 
authorities promised that the official would be dismissed if the pilots proved their 
charges of despotic treatment against him. Iron production remained high, and 
officials of the Orinoco Mining Company reported a chance that the year's produc- 
tion would be increased if a steel strike affected iron production in the United States. 
According to reports from the Ministry of Mines and Hydrocarbons, although no 
specific plans had been made to augment production, the industry was ready to 
raise production almost immediately in the event of a U.S. steel strike. 


A strike tied up the rubber industry early in the month with no sign of an 
agreement at the close of June. The strike began among the 600 employees of the 
General Rubber Company in Caracas, and they in turn were backed by the rubber 
workers of the Federal District and the state of Miranda. Company management 
reportedly refused the union's request that it form a three-way committee with 
government labor officials and union leaders to arrive at an appropriate wage 
scale, and that the company pay half of the wages lost during the strike. 


The amount and type of foreign capital in Venezuela became a much-discussed 
topic. Some foreign firms were charged with driving Venezuelan small business- 
men out of business, and there was talk of introducing legislation to limit the type 
of investments made by foreigners in Venezuela by keeping out concerns engaged 
in marketing and distributing and not in production. Sears Roebuck of Venezuela, 
Nelson Rockefeller's Auto-Marts, and Luz Eléctrica de Venezuela (a subsidiary 
of American and Foreign Power) were named as examples of "parasitic capital." 
A spokesman for Sears Roebuck denied this, pointing out that his company bought 
products from more than four hundred Venezuelan industries, spending over 40 
million bolfvares in Venezuela annually, and that each year the company expanded 
its local buying. Sears Roebuck was also officially criticized and fined 20, 000 
bolfvares for breaking Venezuela's lending and monetary laws. The municipal 
council of the Federal District alleged that the company was charging 5% more 
interest than the amount allowed by law and was issuing, illegally, private paper 
money to its customers. 


Despite the hodgepodge of labor disputes, foreign quarrels, and coup rumors, 
Venezuela showed a surprisingly favorable balance of trade of $32,342,167 for the 
first five months of 1959. During the same period in 1958, immediately after the 
overthrow of the dictatorship, there was an imbalance of $191, 040, 795. 
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The opening days of June found Colombia once again in the grip of bandit 
violence. The May total of deaths at the hands of guerrilla fighters almost tripled 
the totals for the preceding months of March and April: and when the toll continued 
to soar in the first week of June, the government announced drastic action. A for- 
mal decree was issued giving extended powers to local judges, authorizing depart- 
mental governors to offer rewards for information leading to the capture of bandits, 
providing for the establishment of an agrarian penal island for the imprisonment 
and rehabilitation of criminals (later designated as the island of Gord6én, 85 shark- 
infested miles from Buenaventura, off the Pacific coast), and authorizing peasants 
to possess weapons for their own protection. The new measures brought results: 
in the second and ensuing weeks of June the violence sharply decreased and numer- 
ous arrests were made, largely through the increased cooperation of the people 
living in the violence-torn areas. Public sentiment was aroused when the new 
Archbishop, Monsignor Luis Concha Cérdoba, made a speech urging a "Crusade 
for Peace" to support the government in its search for effective means of liqui- 
dating the violence. The nation was shocked once again, however, in the last days 
of June when bandits killed 29 persons in Caldas Department within a period of 
48 hours. 


June 26 marked the end of the "period of grace" granted in 1958 by the Na- 
tional Front government in its effort to stop the terrorism which had at that time 
grown to alarming proportions. This plan provided for the pardon of all outlaws 
who had committed crimes of a political nature prior to October 15, 1958, on the 
condition that they make official application and subsequently live strictly within 
the law. More than 100 million pesos were set aside in 1958 and 1959 to provide 
rehabilitation measures in the form of loans, employment on public works, agri- 
cultural assistance, and colonization. Darfo Echandfa, former Governor of To- 
lima Department, which had been one of the most severely affected areas, ex- 
pressed his belief that the plan had worked in the majority of cases. Most of the 
remaining guerrilla fighters, estimated by one source to be no more than 100, 
were believed to be young men who had grown up with violence and knew no other 
way of life. 


Terrorism of a politically backed nature also was evident. Ciro Antonio 
Acevedo, chief of the extreme rightist-Conservative followers of Jorge Leyva in 
El Socro, was arrested in connection with a plan to dynamite the Bogot4é municipal 
aqueduct. A warrant was issued for the arrest of ex-Colonel Hernando Forero 
G6mez after it was determined that he had been leading terrorist activities in at 
least three departments. Forero G6mez had been director of the military police 
under the military junta that preceded President Lleras Camargo and led an mee 
tive attempt to overthrow the junta in May 1958 (HAR, XI: 267). 


Labor unrest intensified during June due to the ever-growing gap between 
prices and wages. The middle class became an active element in the labor battle 
when, after weeks of fruitless negotiations, the Association of Bank Employees 
announced a nation-wide strike to begin on June 8. Demands included social bene- 
fits as well as salary increases of from 20% to 50%. A last-minute declaration by 
the government making banking a public service (wherein strikes are illegal) was 
ignored. The strike was conducted without incident and ended in its third day when 
President Lleras Camargo agreed to review the employees' demands and act as 
arbitrator. The President was known to favor a wage increase for the bank em- 
ployees, and he also backed their petition that strikers not be discharged. The 
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bankers were willing to provide more employee benefits but did not wholly approve 
the wage increases. The President's decisions, however, were to be final. 


In other phases of the labor-management struggle, on June 18 the 1, 400 
sugar workers at the "Manuelita" enterprise near Cali returned to work after a 
strike of 30 days; and strikes that threatened tobacco, oil, and rubber companies 
were successfully averted. Labor Minister Otto Morales Benitez was lauded by 
the press for his strenuous efforts in obtaining settlement of the various disputes. 


Darfo Echandfa officially assumed direction of the Liberal Party, succeeding 
Carlos Lleras Restrepo, who voluntarily retired from the position for personal 
reasons. The new director exchanged ideas with two dissenting Liberal leaders, 
Alfonso Lépez Michelsen and Juan de la Cruz Varela, who, along with Alfonso 
Barberena, are provisional directors of the newly formed leftist group, the Unién 
Popular Nacional (HAR, XII: 277). Echandfa apparently was favorably impressed 
by Varela, a former guerrilla leader from Sumapaz, and the latter expressed con- 
fidence after his interview that the new Liberal leadership would comprehend and 
try to relieve the pressing needs of the violence-ridden peasant population. Both 
Varela and Barberena denied that theirs was a new political party but rather a 
Liberal group strongly inclined toward a program of economic and social improve- 
ment, leading effectively to national union. Meanwhile, the third member of the 
UPN provisional directorate, Alfonso Lépez Michelsen, who had openly opposed 
the as yet unratified constitutional amendment that would legalize the alternation 
of parties in the presidency, intensified a spectacular campaign for a popular Lib- 
eral convention to clarify his group's principles and plan of action. Some ob- 
servers believed, however, that in waving his radical banners so ostentatiously 
he only desired to obtain pre-eminence within his party. 


In the Conservative camp, the Ospinista faction under the leadership of José 
Maria Bernal publicly announced its opposition to the National Front government, 
which it had supported in the 1958 election. The group demanded the immediate 
resignation of Ospinista Conservatives holding offices in the government, including 
Minister of Education Abel Naranjo Villegas and Minister of Development Rodrigo 
Llorente. However, the two ministers, named only months before in an effort by 
Lleras Camargo to entice reticent Conservative factions toward support of the Na- 
tional Front, in a published letter of resignation to the President dealt a blow to 
sectarianism by expressing their personal affinity for the National Front govern- 
ment and declaring that their relations with the Ospinista faction would thence- 
forth be severed due to what they termed a vote-seeking political maneuver at a 
time when the country needed intelligent discussion leading to peaceful agreement. 
As a result, the President asked the men to remain in office, and they agreed. 
Guillermo Leén Valencia expressed his support of the Ospinista opposition move, 
but some observers felt that the Ospinistas actually stood to lose followers from 
among those who might consider such a definitive break with the governing author- 
ity unwise or unpatriotic. The adherents of the principal Conservative group, led 
by ex-President Laureano G6mez, announced a national convention but showed no 
sign of seeking union with other Conservative factions. It was evident, however, 
that Laureanista Conservatism had become reconciled with the Catholic Church 
after a rift of many years, as seen in its support of the homage paid the new Arch- 
bishop of Colombia. 


President Lleras Camargo announced one change in his Cabinet. Rafael 
Hern4ndez Pardo, until recently Colombia's Ambassador in Argentina, was named 
Defense Minister, replacing Maj. Gen. Alfonso Saiz Montoya, who relinquished 
the Cabinet post for personal reasons. Hern4ndez Pardo stated his belief that 
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the best policy for the Armed Forces was one of “hands off" in politics, thus 
supporting the thesis held by many that a neutral military is a necessary prereq- 
uisite to a normally functioning government. 


The appointment of Dempster McIntosh as the new U.S. Ambassador to 
Colombia, replacing John Moors Cabot, who was reassigned to Brazil, was rushed 
through the Senate in Washington without discussion. At the time of his appoint- 
ment, Ambassador McIntosh was serving as managing director of the Development 
Loan Fund, a post he assumed in 1957 when the fund was established. A Republi- 
can, he was named Ambassador to Uruguay in 1953 and Ambassador to Venezuela 
in 1956; previous to that time, he had spent most of his life in the export business. 


Contraband trade in various articles continued to flourish. Venezuela, rich 
in oil and dollars but hungry for beef, received approximately 600 head of cattle 
a day over the border from Colombia, paying Colombian cattlemen up to $150 a 
head, more than double the price they would get on the home market. A similarly 
profitable trade was being carried on in coffee, as well as in manufactured goods 
and clothing which were sold to Venezuelan "tourists" in the booming border towns 
of Cacuta and Maicao on the Guajira peninsula. Visi6én estimated that smugglers 
earn $100 million annually from business with Venezuela and $15 million from 
business with Ecuador in manufactured articles exchanged for Ecuadorean wheat 
and cacao. Colombia and Venezuela strengthened land, sea, and air border pa- 
trols at the request of Venezuelan President Betancourt for a joint offensive, but 
no appreciable decrease in the illicit trade was evident. Contraband in articles 
on the prohibited import list also continued to flourish in spite of the intense gov- 
ernment efforts to curb it. 


The Corporaci6n Financiera Colombiana and the International Basic Economy 
Corporation of New York have made an agreement to establish in Colombia a sys- 
tem of mutual funds with industrial certificates. The new company, to be called 
FINIBEC (Financiera IBEC), would manage funds and sell industrial bonds to Co- 
lombian investors. The money received through this sale would be converted into 
stocks of Colombian companies, thus permitting small investors to participate in 
the industrial development of the country. Spruille Braden, Jr., was to act as 
president of the new enterprise. 


A new Banco Ganadero with capital of 100 million pesos to be used for live- 
stock improvement and related projects was to be established soon. This bank 
was provided for under a 600 million peso appropriation for agricultural develop- 
ment which promised to be a great boon to that sector of the nation's economy. 
Banana production for 1959 was provisionally estimated at almost 30 million stems, 
as against 28 million in 1958. The 1958-59 cotton crop was estimated at a record 
155,000 bales, up 48% from the previous year and exceeding the average 1953-57 
yearly production by 46%. This quantity was believed to be sufficient to meet the 
current needs of the textile industry. Colombia's 32 cotton mills were operating 
at full capacity, turning out over a million yards of cloth daily; and the capacity of 
the industry was expected to be expanded about 15% in 1959-60 due to the recent 
government approval of the importation of textile machinery. 


With variations of a fraction of a cent, Colombian coffee held steady at 
44 3/4 cents a pound on the New York market, and no great fluctuation in the 
price was anticipated in the immediate future. Monthly coffee exports, which had 
been increasing steadily since the first of the year, in May reached 553,000 bags 
(60 kilos per bag), jumping notably above the average of 471,000 bags per month 
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for the preceding months of 1959 and comparing favorably with similar periods 
for the last three years (28% higher than in 1958), in spite of the fact that this 
was not the time of heaviest shipment. But, although the volume had increased 
satisfactorily in recent years, dollar income had decreased as a result of lowered 
coffee prices. The monthly average from January through May of 1959 was $30 
million, as compared to $31 million in 1957 and 1958, and $38 million in 1956, 
when the volume of shipments was actually less. 


A 16-member parliamentary delegation from Colombia, headed by Horacio 
Rodriguez Plata, visited Peking, China, on the last lap of a journey that included 
stops in Czechoslovakia, East Germany, Poland, and the Soviet Union. Rodriguez 
Plata and four other members of the delegation also visited North Korea before 
returning to Colombia. 


ECUADOR 


Two riots erupted, touched off by the May trouble in Portoviejo between an 
enlisted man and his company commander (HAR, XII: 278). On June 3, fighting 
broke out between students and policemen in Guayaquil when Police Chief Leonidas 
del Campo ordered his men to break up student street demonstrations resulting 
from the May disturbance. After five bloody hours and six deaths, the Army took 
over and was able to restore peace. President Camilo Ponce Enrfquez decreed 
martial law, and an around-the-clock curfew was imposed. On June 4, Guaya- 
quil's slum dwellers, presumably embittered at having no share in Ecuador's 
growing prosperity, burned, destroyed, and looted forty stores. Violence resulted 
in 25 more deaths. Many observers asserted that Communist agitators as well as 
leaders of the Concentraci6n de Fuerzas Populares (CFP), whose hedd is Carlos 
Guevara Moreno, had encouraged the rioters. Some insisted that there was a real 
attempt to overthrow the departmental government. None of the 600 Americans in 
the area was involved; but at least 37 Ecuadoreans were killed, 150 were hospital- 
ized, and more than 500 were held for questioning by army personnel. 


President Ponce Enrfquez' stern repression of the riots met with much crit- 
icism from Communist and leftist groups, but he justified his measures by declar- 
ing that he had been acting “to save the Republic from anarchy and aggression." 
The President said that he considered martial law absolutely necessary because 
he had been informed that a Communist plot was underway. He added, "My gov- 
ernment was faced with the task of saving Guayaquil by any possible means... . 
governments would lack a reason for existing if they did not protect and guaran- 
tee the life, property, and security of its citizens." 


The new Governor of Manabf Province, which includes Portoviejo, Jorge 
Villacreses, was sworn in on June 9. He named Carlos Garcfa as security chief. 
The Governor announced that he and his administration would guarantee the safety 
and security of all citizens and would prevent any repetition of violence such as 
that witnessed in Portoviejo in May. 


A deadlock on the question of gasoline prices continued. An executive de- 
cree was promulgated in March to allow the importation of 20 million gallons of 
gasoline to meet national needs during 1959. Government steps to import gaso- 
line, however, became involved in legal disputes over methods. Current impor- 
tation meant a considerable expenditure of foreign exchange; gas was expensive 
and in short demand. 
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An increased export market for bananas, a satisfactory level of foreign re- 
serves, and expanding credit and payments in the first quarter of 1959 augured 
well for Ecuadorean economy. Trade missions from Japan and Czechoslovakia 
visited Ecuador, and new trade agreements were signed with France and Yugo- 
slavia. 


PACIFIC COAST REPUBLICS 
PERU 


Fernando Belatinde Terry, head of the Partido Accién Popular (PAP), 
closed, with a dramatic bit of politics, the final act of his brush with Peruvian 
law (HAR, XII: 279). While a prisoner on El Front6n island, Belatinde, kicking 
off his shoes, plunged into the Pacific Ocean and swam several hundred yards to 
an approaching yacht in which Senator Miguel Dammert, staunch supporter of 
Belatinde, was coming to visit him. Upon boarding the craft, Belatinde was 
greeted by Dammert and an unexpected companion: an armed prison guard who 
was escorting the Senator. After several days of close guard, the government 
dismissed charges against Belatinde for lack of evidence, although it was widely 
believed that he had not broken the law. It seemed that the government was re- 
luctant to give Belatinde a halo of martyrdom (HAR, XII: 280). The government's 
hostile attitude toward the PAP, Belatinde explained, was due to the recent publi- 
cation of his book "La conquista del Pert por un peruano." 


On June 3, the two-month-old strike of the bank employees' union (HAR, 
XII; 280) came definitely to an end. After much talk, the parties concerned 
reached a long-expected compromise. The bank employees accepted the condi- 
tion whereby "within the normal working hours the counters should be open to the 
public only in the mornings, thus leaving the afternoons free for the completion 
of pending operations." Bank employers agreed not to penalize the strikers and 
to pay wages for time on strike. Bank operations gradually returned to normal. 


Belatinde's episode was not the only issue needling the government. The 
opposition Partido Cristiano DemocrAatico challenged Finance Minister Luis Gallo 
Porras to explain the Peruvian economic crisis. The opposition party pointed out 
that during the present fiscal year there would be a deficit of more than 1,000 mil- 
lion soles. The reason for such a deficit, it was claimed, was the disparity be- 
tween a low governmental national income and high governmental expenditures. 

The situation became aggravated, the opposition continued, when the International 
Monetary Fund (IMF) suspended all credits to the Peruvian Government (HAR, XII: 
161). In spite of its intolerance to any adverse comment on its policies, the gov- 
ernment conceded that the country was going through a financial crisis, and admitted 
a deficit of about 830 million soles. Although at first Gallo Porras denied any sus- 
pension of credit by the IMF, almost simultaneously he was contradicted by Peruvian 
officials in Washington, who disclosed that Peru's $13 million standby credit ar- 
rangement had been suspended by the IMF. The main reason for the IMF's discon- 
tent was the inflationary policy followed by the Peruvian Government in spite of the 
terms of the agreement with the IMF. The IMF usually demands that certain eco- 
nomic measures be followed in return for currency stabilization aid. Peru did not 
comply with these terms. One immediate effect of the IMF's suspension of credits 
was to block the $17.5 million credit agreement between the U.S. Treasury's sta- 
bilization fund and the Peruvian Government. Under the Treasury's agreement, 
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Peru could not draw funds until the IMF credit was completely exhausted. IMF 
officials pointed out three alternatives that Peru might follow. It could bring its 
economic policies in line with the agreement, ask to have the agreement revised, 
or simply cancel the agreement. The impact on the foreign exchange market was 
immediate, and it weakened the sol, which moved from 27.40 per U.S. dollar on 
June 11 to 27.80 on June 17. 


A slap on the other cheek was given to the Peruvian economy when the Ex- 
port-Import Bank of Washington announced that as of June 30, 1959 no more appli- 
cations for loans in Peruvian currency, under Section 104(e) of the Agricultural 
Trade Development and Assistance Act of 1954(P.L. 480), would be accepted by 
the bank. As the Bank announced in a press release dated June 15, 1959, "Appli- 
cations now on file for loans in Peruvian soles under the Cooley Amendment to 
P.L. 480 already exceed substantially the maximum amount of Peruvian soles 
which the Bank expects to have available for lending under the sales agreement of 
April 9, 1958." As a consolation for all halted credits, a Peruvian Embassy offi- 
cial in Washington explained that Peru had available a $17.5 million credit from 
three private U.S. commercial banks. 


As inflation gradually increased, the petroleum industry began to suffer con- 
siderably. Peruvian gasoline, the cheapest in the world, sold domestically at the 
equivalent of 8 ¢ a gallon. According to U.S. companies, this made profitable 
exploitation of petroleum almost impossible although a great deal of oil was ex- 
ported. Fearing that a strike by taxi drivers might paralyze the already-shattered 
Peruvian economy, the government has resisted all moves to increase the price of 
gasoline. Finding that its returns did not justify new investments, International 
Petroleum, Peru's largest oil producer (96% owned by Standard Oil of New Jersey), 
halted new drillings. Without new wells, the company could not keep production up 
to the growing demand, and Peru risked becoming an oil importing country by the 
end of 1960. An economist of International Petroleum declared that the price of a 
gallon of gasoline would have to be nearly doubled for the company to be able to re- 
sume new drillings. Meanwhile, the town of Talara was losing the prosperity orig- 
inally brought by the oil boom; International Petroleum had laid off about a thousand 
workers under full pay, since labor laws protected them from dismissal. Texas 
Petroleum Company halted explorations and oil drillings in the Sechura Desert area 
in northern Peru after being unable to find oil in commercial quantities since it be- 
gan operations in 1956. 


To brighten the economic picture, the Export-Import Bank announced a new 
$1.3 million credit given to Alcalis Peruanos, a W. R. Grace subsidiary, to as- 
sist in the construction of a chemical manufacturing plant near Paramonga on the © 
Pacific Ocean. For the first time in Peru, the Eximbank combined a dollar credit 
with a local currency credit. The dollar credit of $840,000 was earmarked to buy 
machinery and services in the United States for the production of caustic soda and 
chlorine. The local currency credit of 12 million soles was designed to finance 
expenditures in Peru. 


BOLIVIA 
Highly-charged intrigue continued to issue from the revolt attempted in April 


by the rightist opposition Falange Socialista Boliviana (FSB). To establish the 
cause of death of FSB chief Oscar Unzaga de la Vega and his aide René Gallardo 
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(HAR, XII: 221, 281), both shot during the April revolt, their bodies were ex- 
humed and a seven-hour autopsy was performed in the presence of 14 witnesses, 
including three observers from the Organization of American States (OAS) called 
into the investigation by the Bolivian Government. The deaths had originally been 
ascribed to suicide: but later the government, itself accused of assassination, 
charged FSB member Enrique Acha with the killing. Acha fled to Chile, admitting 
to being a witness to the killing, which he blamed on the government militia (HAR, 
XII: 281). No sooner had the possibility of suicide been ruled out than the OAS 
investigating team announced in June that Unzaga de la Vega had both a "Ssuicide- 
type" and a "homicide-type" bullet wound. Gallardo had only a "suicide-type " 
At first this announcement left the situation more confused than before. Then 
Bolivian Government officials implied that extradition proceedings against Acha 
(held in jail in Santiago, Chile) would be dropped in view of strong evidence that 
Unzaga's second bullet wound was René Gallardo's coup de grace, administered to 
Unzaga after the latter had shot himself. 


On June 26 a revolt flared in the oil-rich Department of Santa Cruz. It was 
apparently the rekindling of the smouldering separatist movement which last burst 
into flame in an abortive revolt in May 1958 (HAR, XI: 273). The current revolt 
was thought to be aimed at secession from the Bolivian nation. It was backed by 
rightist FSB elements and led by José Gil Reyes of the Unién Crucenista Jovenil 
(Santa Cruz youth union) and Melchor Pinto Parada, president of the Comité Revo- 
lucionario de Santa Cruz. While government troops were rushed to Santa Cruz by 
air, the rebels attacked the carabineros' (national police force) barracks, killing 
one and wounding two. The next day the government announced that the revolt had 
been crushed and that Gil Reyes, Pinto Parada, and others had fled. There were 
indications, however, from FSB leaders in Brazil that the rebels had re-formed 
in villages and hills surrounding the city of Santa Cruz. 


Speculation continued about whom the government party, the Movimiento 
Nacional Revolucionario (MNR), would pick as presidential candidate for the 1960 
elections. Former President Victor Paz Estenssoro, considered the most likely 
candidate, resigned his position as Ambassador to Great Britain and left for La 
Paz, presumably to re-enter politics. An MNR peasant organization near La Paz 
proclaimed Paz Estenssoro as its candidate for president and Juan Lechin, labor 
leader and head of the left wing of the MNR, for vice-president. 


The mine workers' union, Federacién Sindical de Trabajadores Mineros de 
Bolivia (FSTMB)}, held its yearly congress in Telamayu. Leftist elements in the 
union bitterly criticized executive secretary Mario Torres, who resigned, and 
railed at the union leadership for giving in to the government and International 
Monetary Fund demands that mine commissary prices be unfrozen (HAR, XII: 222) 
Under attack, Juan Lechin, FSTMB secretary general, admitted that he had lost 
personal contact with the miners, but insisted that he never had sought personal 
aggrandizement. Had he been out for himself, said Lechfn, he and not Siles 
Zuazo would be the President of Bolivia. Although Lechfn and Torres were later 
re-elected as heads of the FSTMB, neither got a majority of votes. While left- 
ist miners charged that the elections had been fixed and nominations had been 
tightly controlled by Lechfn, La Presencia (liberal Catholic newspaper) pointed 
out that the slim pluralities were evidence of deep divisions within the union. 


The mineworkers' federation decided to fight the government's planned at- 
tempt to abolish subsidies on the sale of bread, meat, rice, and sugar in the 
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mine commissaries in July. The removal of subsidies and the consequent rise 
in prices on tea, evaporated milk, and canned goods in May had been partly com- 
pensated for by a 27.5% rise in wages (HAR, XII: 163, 222). 


Although prospects for the tin, lead, and zinc markets in 1959 were consid- 
erably brighter than in 1958, Bolivian production was slow to react; mineral pro- 
duction continued to fall so that mining activity was approximately at the 1950 level. 
Tin miners at Catavi still complained of enforced idleness because COMINBOL (the 
national mining corporation) refused to send needed equipment, presumably be- 
cause Catavi is a stronghold of the Trotskyist left opposition Partido Obrero Revo- 
lucionario. Catavi miners were organizing a march on La Paz. Even petroleum 
production was 20% below that of the year before. 


A peasants' general strike in the Tarija area resulted in an armed peasant 
blockade of all the entrances to the city of Tarija. The peasants insisted that 
they were unable to obtain credit for seed and machinery. La Nacié6n of La Paz 
commented that such united action by peasants would have been unthinkable before 
the agrarian reform in 1953. 


The government announced approval of an unbalanced budget of 368,875 mil- 
lion bolivianos (about $32.8 million) for the next fiscal year. Aid from the United 
States was supposed to cover the $9.5 million deficit. The largest single expense 
was education, with 43,918 million bolivianos, followed by defense with 30,567 mil- 
lion bolivianos, and the Interior Ministry with 18,889 million bolivianos. 


In Washington, Foreign Minister Victor Andrade told newsmen that U.S. 
Point Four aid had been a great success. He charged that there had been an in- 
tensive campaign in the United States, financed especially by ex-tin magnate Carlos 
Victor Aramayo, to convince the public that U.S. aid had failed to help Bolivia de- 
velop economically. According to Ultima Hora of La Paz, U.S. aid in the form of 
agricultural surpluses fell from $10.6 million worth in 1957 to $2.3 million in 1958. 
Increases in Bolivian agricultural production were held responsible. Machinery 
imports rose from $3.6 million in 1957 to $7.2 million in 1958. 


CHILE 


The question of private capital in oil production became an important politi- 
cal controversy when a Conservative deputy, Acting Finance Minister Enrique 
Serrano, submitted a bill for rehabilitation of the north. The measure carried an 
amendment to permit domestic and foreign private capital to participate in oil ex- 
ploitation in the northern provinces of Tarapac4, Antofagasta, Atacama, and Co- 
quimbo. Since 1950, the government had managed all oil development through the 
Empresa Nacional de Petréleos (ENAP--national petroleum enterprise) with efforts 
almost entirely centered in the far-south Magallanes Province. The Serrano bill 
provided that the government take 50% of the net yield, but not less than 12% of the 
gross. The provinces would be divided into 28 zones, with ENAP and private capi- 
tal exploiting alternate strips. (This is similar to the Canadian system.) Admin- 
istration spokesmen were quick to approve, including Acting Minister of Mines 
Eduardo Figueroa and Fernando Salas, general manager of ENAP. Salas pointed 
out that most of the ENAP budget was destined for work in Magallanes, where pro- 
duction for 1958 amounted to 885,000 cubic meters (an estimated 55% of Chile's 
petroleum needs) On the other hand, the Radicals, sponsors of ENAP and of state 


- 339 - 


monopoly, rejected both Serrano's plan and another bill presented by Senator Mar- 
cial Mora, Radical, which provided for the use of private capital by ENAP. The 
university students joined in with a 24-hour strike protesting possible denationali- 
zation. The United States was accused of open intervention by Christian Demo- 
cratic Deputy Juan de Dios Carmona. He affirmed that pressure was being exerted 
on public opinion and northern congressmen by El Mercurio of Antofagasta, which 
he claimed was owned by the U.S. nitrate company Anglo-Lautaro through a firm 
called the Sociedad Chilena de Publicaciones. "Chile must understand," he in- 
sisted, "that reasons of national dignity are becoming apparent for rejecting the 
proposal." 


Attacks were also launched from various quarters against the International 
Monetary Fund (IMF) and Finance Minister Roberto Vergara, who recently com- 
pleted discussions resulting in an IMF credit of $8.1 million to support Chile's 
stabilization program. Most of the protest was provoked by a letter written by 
Vergara to the IMF which listed, as required, the measures the government pro- 
posed to adopt to solve its financial problems. Senator Eduardo Frei, leader of 
the Christian Democrats, denounced the "subjection of the Chilean economy to the 
controlled conditions of the IMF." El Diario Ilustrado stated that "the IMF has 
invaded the field of Chilean national sovereignty.'"' The Christian Democrat paper 
Libertad commented, "Panamericanism for us, of dark America, has been the 
instrument in the hands of the United States to make us mere puppets in her inter- 
national strategy." In the Senate, the Socialists, supported by the Christian Demo- 
crats and the Communists, asked that Vergara be recalled to explain why he ac- 
cepted recommendations from the IMF which, they contended, were "contrary to 
the national interest.""' Vergara was in Europe at the time arranging for further 
loans and investments. As a culmination of these protests, ten members of the 
Chamber of Deputies (five Communists, four Socialists, and one Popular Demo- 
crat) called for an acusacién constitucional, declaring that the Finance Minister 
did not have power to pledge certain economic and monetary policies as loan con- 
ditions. After several weeks of concentrated controversy, Acting Minister of 
Mines Eduardo Figueroa announced that the criticism of Vergara and the IMF had 
been due to a misunderstanding resulting from an error in transcribing the letter. 
El Mercurio of Santiago called the announcement a "pious explanation" and con- 
tended that there had been no mistake but a deliberate misrepresentation by the 
Socialist-Communist Frente de Accién Popular (FRAP) calculated to discredit the 
administration at a time when foreign loans were being negotiated. 


At its national convention, the Christian Democratic Party declared its firm 
opposition to Communism. In its convention, the maritime workers' union the 
Confederaci6n Marftima de Chile (COMACH), unanimously rejected any affiliation 
with the Central Unica de los Trabajadores Chilenos (CUTCH--Single Center of 
Chilean Workers) as "contrary to the interests of the maritime workers." Clo- 
tario Blest, president of CUTCH, visited the Foreign Ministry as spokesman for 
50 university students who were planning to attend the Communist-sponsored World 
Peace Congress in Vienna. The Federation of University Students and the Associa- 
tion of Catholic Universities had repudiated the congress as Communist inspired. 


However, during the recent visit of Golda Meir, Foreign Minister of Israel, 
FRAP leader Senator Salvador Allende assured her that Socialists and Communists 
had no difficulty in collaborating in Chile, that they had done so for a long time 
and would continue todo so. According to a Foreign Ministry statement, visas 
requested for labor leaders from Russia, Rumania, Czechoslovakia, and China to 
enter Chile for a textile workers' meeting were denied. From Peking came the 
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report that former Chilean Vice President Guillermo del Pedregal had been wel- 
comed by Premier Chou En-lai and other high officials. He expressed the hope 
that trade relations would be established between Chile and China, explaining that 
Chile produced a million tons of copper and 1.5 million tons of saltpeter last year 
but were not allowed to export minerals to China because of agreements demanded 
by "U.S. monopolists."' Del Pedregal declared that the people of Latin America 
had learned that U.S. imperialism was their common archenemy. Also visiting 
China was a group including former Minister of Education Rudecindo Ortega, 
member of the FRAP national committee, and Professor Agustin Alvarez, mem- 
ber of the central committee of the Chilean Socialist Party. In summarizing his 
impressions, Professor Alvarez declared, "There are great possibilities for trade 
despite the U.S. imperialist embargo. . . As to cultural exchange, that is some- 
thing the U.S. imperialists can never prohibit." 


More than 58,000 secondary school students went out on a 48-hour strike 
because of examination regulations put into effect early this year by the Depart- 
ment of Education. "Why did the teachers and students wait three months before 
protesting?" asked El Mercurio. The students claimed that under the new regula- 
tions only a few would pass the examinations. Minister of Education Francisco 
Cereceda contended the students should accept the challenge of higher standards. 
The administration believed that teachers were using students for political aims, 
according to a government official who admitted that the plan did grant benefits to 
certain private (Catholic) schools already known for their high standards and strict 
grade system. Because of the continued barrage of protest, the rules were relaxed 
somewhat, but neither students nor teachers were satisfied. Prompted by criti- 
cism from the Conservatives, Cereceda resigned, and the administration suffered 
its first resignation for political reasons during eight months in power. In a letter 
to Cereceda rejecting his resignation, President Jorge Alessandri made it clear 
that he, as President, was under no obligation to follow Conservative suggestions, 
and that he would act independently in the best interests of the state at all times. 
When alarmed Conservative leaders called upon the President, he apparently told 
them that he could maintain the necessary parliamentary majority even if they de- 
cided to withdraw their support. 


Under a technical assistance agreement between Chile and Cuba, a naval 
unit was designated by Chilean Defense Minister Carlos Vial Infante to organize 
and train the newly created Cuban marine school. Chile was also to send experts 
to Cuba to put the agrarian reform "on a technical rather than a political basis" 
(see CUBA). In Bonn, Germany, a credit agreement was signed extending Chile 
a 300 million mark loan from the West German Government. Bonn also agreed to 
furnish technical assistance for the agricultural school at Osorno, south of Val- 
divia, and the implements necessary for operating a farm machine factory, which 
at the end of three years would become the property of the school. In Geneva, at 
the 14th session of GATT (General Agreement on Trade and Tariffs), Chile was 
granted a waiver to allowit to impose surcharges on imports. These would be 
progressively reduced and entirely eliminated by January 1, 1961. Chile agreed 
to avoid unnecessary damage to the commercial and economic interests of the 
_ GATT contracting parties. Subsequently the President decreed surcharges rang- 
ing from 10% to 150% on certain imports, on which prior deposit requirements 
were canceled. Import guarantee deposits for agricultural, construction, indus- 
trial, and mining equipment and machinery were reduced to the 100% and 200% 


categories. 


Although financial aid received from outside sources demonstrated that 
Chile's credit was good, the cost-of-living index advanced 20.9% during the first 


» 
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five months of 1959; the total increase for 1958 was 32.5%. An estimated 150,000 
were unemployed, as against 100,000 in November 1958 (HAR, XI: 626). 


RIVER PLATE REPUBLICS 
ARGENTINA 


For Argentina's President Arturo Frondizi the month of June brought the 
worst set of crises his administration had faced in its 14-month existence; but 
the harried executive remained in office despite Communist plotting, damning 
charges by former dictator Juan Per6n, and an attempted coup led by military of- 
ficials long critical of his policies. Larly in the month Interior Minister Alfredo 
Vitolo announced the discovery of a conspiracy between Argentine Communists 
and Perén whereby the Reds offered their support to the Peronistas in any move- 
ment to overthrow Frondizi, listing a series of conditions as the price for their 
help. Negotiations were allegedly conducted by Gabriel Levite, a Peronista 
courier, and Red leader Vitorio Codovial, and even included provisions for a gen- 
eral strike organized by the two groups in the event that a coup should be attempted 
by Rear Admiral Isaac Rojas, a leader of the strongly anti-Peronista military of- 
ficers who had long been pressuring Frondizi to resign. Government officials told 
of the documents, which dated back to May, and charged that they explained many 
of the recent disturbances. The documents were published just as the Movimiento 
de Unidad y Coordinacié6n Sindical (MUCS), the newly-formed group composed of 
what were previously known as the 19 Communist-dominated unions, was preparing 
to converge on the center of Buenos Aires for an outlawed demonstration in sup- 
port of striking bank employees. Levite fled to Montevideo, and the few demon- 
strators who showed up were quickly dispersed by police. The rift between Fron- 
dizi and the Peronistas grew wider than ever. 


The next act in the month's drama centered on the publication of a document 
by Per6én, from his refuge in the Dominican Republic, which the former dictator 
claimed was the much-discussed pre-election pact between himself and Frondizi, 
negotiated by Rogelio Frigerio, and purportedly carrying the signatures of both 
Per6n and Frondizi. According to the pact, Peronistas would throw their election 
support to Frondizi-- which they did--in exchange for a whole series of concessions 
that Frondizi was to have granted, once established in the presidency. Perén ac- 
cused Frondizi of repeatedly failing to live up to the agreement, and denounced him 
for betraying the Peronistas' trust. The entire affair was calculated to do Frondizi 
the maximum amount of damage. Peronista leaders in Argentina supplied news- 
papers with photostatic copies of the supposed pact a few hours after Perén made 
the "official" announcement in Ciudad Trujillo. In spite of Frondizi's flat denials 
that he had ever signed such an agreement, publication of the document touched 
off a storm of reaction in Argentina. Ever since his election, Frondizi had faced 
charges of being sympathetic to Peronistas, and his major critics had insisted 
that under the direction of the President's economic adviser Rogelio Frigerio, 
Peronistas were being returned to power in all spheres of government, labor, and 
even the armed forces. These charges culminated in the military ultimatum that 
forced last month's cabinet reshuffle and the complete separation of Frigerio from 
the government (HAR, XII: 285), but Frondizi's enemies were still not satisfied. 
Although no one seriously believed that a politician of Frondizi's astuteness would 
actually sign such a document, there was also little doubt that some kind of deal 
had existed, but pressure from the military might well have prevented Frondizi 
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from honoring it. Critics of the administration, particularly the traditionalist 
officers known as gorilas, who spearheaded the movement that overthrew Perén, 
seized upon the opportunity to renew their demands that Frondizi resign. The 
major opposition party, the Uni6n Civica Radical del Pueblo (UCRP), joined in 
denouncing the President, and the situation became critical. 


At this point confusion dominated the political scene; dissident groups sought 
to turn the turmoil to their own advantage, and the division among his opponents 
once more enabled Frondizi to cling to his office. Army leaders at the Cérdoba 
garrison, long a stronghold of extreme anti-Peronista sentiment and a starting 
point of the revolt that deposed the former dictator, had for some time been level- 
ing sharp criticism at General Hector Solanas Pacheco, who held the dual position 
of Secretary of War and Commander in Chief of the Army. Solanas was a strong 
supporter of the theory propounded by former Provisional President Pedro Aram- 
buru that constitutional government must be preserved. He dealt sharply with 
officers who plotted military coups to oust the President, or who became deeply 
involved in politics, even though he acknowledged there had been governmental 
corruption and inefficiency. Solanas pressured Frondizi to clean up his adminis- 
tration. He insisted that the means for effecting governmental changes lay in 
elections and constitutional procedures, rather than in armed insurrection, and 
publicly declared his intention to support the government, even though he might 
disagree with it. Solanas' strong stand, backed by some Army units and most of 
the Air Force, was a major factor in the thwarting of the attempted coup in May 
(HAR, XII: 285). In the face of new criticism Solanas offered his resignation, but 
was persuaded by Frondizi and other military leaders to remain. At the same time 
the critics succeeded in obtaining the resignation of Colonel Manuel Raimundes, 
Under-Secretary of War, who was known as a strong supporter of Frondizi's use 
of troops to enforce his labor policies, and who had been organizing the Green 
Dragon Lodge, a pro-Frondizi group among army personnel along Peronista lines. 
He was replaced by General Rosendo Fraga. The entire incident was particularly 
significant in that it served to highlight the growing grass-roots discontent among 
army units at having to enforce Frondizi's extremely unpopular measures under 
which some 700,000 workers had been mobilized into the service to make them 
subject to court-martial and military jurisdiction in general. More and more the 
troops objected to battling their fellow citizens, and particularly they disliked 
bearing the opprobrium for Frondizi's moves, all of which added to the charged 
atmosphere at the Cérdoba garrison. 


Meanwhile in Buenos Aires, Interior Minister Vitolo, called before the 
Chamber of Deputies to answer questions concerning Frondizi's supposed pact 
with Per6én, not only denounced the Perén document as completely false, but went 
on to charge that a conspiracy to overthrow the government was under way at that 
very moment. He named Colonel Desiderio Fernfndez Sud4rez, former chief of 
police of Buenos Aires Province under the provisional government, as being in the 
middle of it. Against this confused background was set the major coup attempt of 
the month. 


Army units of the Cérdoba area and naval forces had allegedly been planning 
the same kind of joint movement that ousted Perén, scheduling their action for late 
July but changing their plans to take advantage of the new state of turmoil. Retired 
Lt. Gen. Arturo Ossorio Arafia, former Secretary of War, and retired Rear Admi- 
ral Arturo Rial, former Under-Secretary of the Navy, sought to raise their respec- 
tive services to overthrow Frondizi's government, but the attempt failed; and or- 
ders were issued for their arrest along with a dozen other officers implicated in 
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the plot. In the power showdown, the Air Force had again given the government 
solid backing, as had many Army units and some high ranking naval officers; but 
the agreement among top leaders to maintain Frondizi in office was contingent 
upon a sweeping reorganization of his government. These leaders insisted on elim- 
inating Communist and Peronista elements completely instead of the half-way meas- 
ures that had resulted from earlier crises. Ossorio Arafia fled to C6rdoba's hill 
country and continued to ignore orders of the Secretary of War to give himself up, 
preferring instead to keep up his attempts to raise other garrisons and succeeding 
in keeping the fever of revolt alive in the Cérdoba area. With his supporters, he 
continued to defy the government, called for Frondizi's resignation as well as that 
of Solanas Pacheco, and even issued a declaration of measures to be taken if his 
revolt should be successful. Among his proposals were a state of martial law, a 
one-year ban on strikes, freezing of wages and prices, deportation of active Com- 
munist and Peronista leaders, and cancellation of “illegal'' petroleum contracts 
that had been made with foreign oil companies. 


At the end of June, Ossorio Arafia was still at large, although his emissaries 
from Cérdoba were reportedly negotiating with Frondizi, and other revolt leaders 
were seeking asylum in Uruguay. The fact that Ossorio Arafia could continue to 
defy the government underscored the weakness of Frondizi's position and the 
seriousness of the situation. Meanwhile, Admiral Rial gave himself up and was 
placed under house arrest, but he continued to receive a steady stream of visitors. 
Admiral Rojas, long one of Frondizi's sharpest critics, continued to denounce the 
President, calling his government "illegitimate" and claiming the country would 
face open revolt in a matter of days or weeks if Frondizi did not resign. Though 
other officials denounced such open threats, there was little they could do about 
them. Naval circles were particularly resentful of the action of Rear Admiral 
Adolfo B. Estévez, Secretary of the Navy, who violated tradition at the height of 
the crisis by declaring the Navy was solidly behind the government without bother- 
ing to consult other Navy leaders. He quite naturally incurred the wrath of the 
many officers who had favored the coup. But from Europe, where he remained 
on an extended trip and thereby stayed conspicuously out of Argentina, General 
Pedro Aramburu reiterated his flat stand against any military solution to the coun- 
try's problems, calling on dissident groups to exercise reason and remain calm. 
Though he mentioned no names, Aramburu attributed Argentina's crisis to fraud 
and corruption. 


To facilitate reorganization, Frondizi's entire cabinet resigned; but the 
President immediately reject ed the resignations of the three military Secretaries: 
Solanas Pacheco, Estévez, and General Ramén Abrahim of the Air Force. He 
sounded out leaders of other political parties but found most of them little disposed 
to enter a coalition cabinet. Ultimately he called upon Alvaro Alsogaray, head of 
the small Partido Civico Independiente, to become a virtual economic czar, giving 
him the post of Minister of Economy and also that of Interim Labor Minister with 
full power to select the secretaries in his ministry, all of whom enjoy cabinet 
rank. Alsogaray, himself a candidate for the presidency in the election that saw 
Frondizi sweep to power, built a long-standing reputation as Argentina's leading 
exponent of free enterprise. He insisted on complete economic power as a condi- 
tion to taking the new job, and felt that central authority would end the many ex- 
amples of government departments working at cross-purposes within the same 
stabilization program. Alsogaray, a former captain of Army engineers who could 
never be remotely considered a Peronista, the favorite epithet of Frondizi's crit- 
ics, once held the post of Industry Minister in the Aramburu government. At that 
time, his strong advocacy of inviting foreign interests to help develop Argentine 
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resources, particularly in the fields of oil and power, brought him into conflict 
with Admiral Rojas, and Alsogaray resigned his cabinet position to found his own 
party (HAR, IX: 306). He continues to support large-scale foreign investment. 


Alsogaray immediately embarked on one of his key projects, that of regular 
broadcasts and news releases through all available media, aimed at keeping the 
public informed about the stabilization program, and attempting to win understand- 
ing and support of the program, something Frondizi made little effort todo. Ina 
long radio address he laid out his program in simple terms, explaining the make- 
up of what he called his nonpolitical technical "team" and the mission entrusted to 
it. He reduced the six secretariats of his Ministry to three and named the follow- 
ing as new secretaries: Carlos Juni, an engineer, was entrusted with Commerce, 
Fuel and Power, Industry, and Mining; Eustaquio Méndez Delfino, president of the 
Buenos Aires Stock Exchange became Secretary of Finance and Treasury; and tax 
expert Ernesto Malacorto, Secretary of Agriculture and Livestock. Stressing the 
need for prices to come down and for control of inflation, Alsogaray pledged a 
fight against monopolies and speculators, but pleaded for time and support with 
the slogan "we must get through the winter," insisting that the next six months 
were crucial. He shocked proud Argentine nationalists by publicly admitting that 
the government could not have paid the salaries of public employees without a loan 
from the International Monetary Fund. The new Economics Minister's most im- 
portant move lay in a calculated risk to win the support of labor. He announced 
that on June 30 the government would end the mobilization of 325,000 railroad, 
transport and petroleum workers, free most of the workers jailed in connection 
with mobilization of these groups, and return both the railroads and the railwork- 
ers' union to civilian control. By saying that these were only the first steps, 
Alsogaray implied that mobilization of the 400,000 workers in 12 unions still in 
effect might soon be lif:si.as well. Such steps went a long way toward meeting 
some of labor's key co»laints, but with the military forces no longer in solid 
support of the government the country was more vulnerable than ever to labor 
violence. On the other hand, the move may well have signaled Frondizi's shrewd 
political decision to try to recover the labor support he had lost, since he could 
obviously no longer depend on the armed forces. Frondizi had been planning to 
lift the mobilization in May (HAR, XII: 287) but was prevented from doing so by a 
new outbreak of violence. 


Eight members of the old cabinet were retained in their positions, while 
changes included: the appointment of Justo P. Villar, former Minister of Public 
Works and Services, as Interim Defense Minister; the shifting of Alberto Constan- 
tini from Transportation Secretary to Minister of Public Works and Services; the 
naming of Pascual Palazzo as Secretary of Public Works and Services; and Manuel 
Castello as Secretary of Transportation. A few days later, on June 30, General 
Solanas Pacheco submitted his resignation for the third time, and it was apparent 
that Frondizi would accept it. Solanas' insistence on firm discipline and his stern 
measures in immediately replacing insubordinate officers, as well as his close 
support of the government had made difficult any settlement with the rebels hold- 
ing out in C6érdoba. Besides Solanas' resignation, the rebels also won the separa- 
tion of his two offices--Commander in Chief of the Army and Secretary of War. 
Cavalry General Hector Lombardi was sworn in as acting Army Commander in 
Solanas' presence before the latter left office. While Solanas' leaving made com- 
promise easier, it also left constitutional government without its strongest cabinet 
supporter and left Frondizi weaker than ever. Under-Secretary of War Rosendo 
Fraga resigned at the same time, further clearing the cabinet of controversial 
figures. 


e 
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On the labor front the crippling strike of banking employees came to an end 
after 77 days, ostensibly with a victory for the government. Strikers who had 
been seeking a 1,500-peso increase settled for the government offer of an 800-peso 
increase per month, retroactive to May 1. Still clouding the picture, however, was 
the fate of 2,000 workers who had been fired for not heeding a government ultima- 
tum to return to work. Suggestions were already being made that the workers be 
rehired, and that the government arrange to "lend" workers amounts equal to the 
wages they had lost. The fact that the wage increase was less than that previously 
awarded other groups also promised future difficulties. Light and power workers 
threatened to strike over demands for a 63% wage increase, but refrained from so 
doing in view of the government crisis. As soon as Alsogaray took office, he began 
negotiating with them, and thus a strike was temporarily averted. 


All the while, Juan Perén was having difficulties of his own in Ciudad Tru- 
jillo. Incensed over Perén's publication of the document it branded as false, the 
Argentine Government formally protested that the Dominican Republic had per- 
mitted an unfriendly act. The former dictator already felt insecure because of the 
Dominican Republic's danger from Cuba. As pressure mounted, Per6én was re- 
portedly trying to have the Catholic Church lift his excommunication so that he 


might have a better chance of being admitted to Italy, where he had wealthy and 
powerful friends. 


Argentina continued to have difficulties with diplomats from Communist bloc 
countries. The Minister of Bulgaria in Argentina was declared persona non grata 
after Argentine military intelligence services announced that a secret radio trans- 
mitter in his legation had been broadcasting coded messages to Europe for several 
months. His expulsion made him the sixth Communist diplomat to be forced out of 
the country in the last three months (HAR, XII: 225). There were also overtones 
of Communist conspiracy in the strange disappearance and subsequent death of the 
Uruguayan Ambassador to Argentina, Mateo MArques Castro (see URUGUAY). 


The Argentine peso hit a low of 107 to the dollar on June 2, but rallied later 
in the month, particularly after Alsogaray's appointment, to close at 84. New ex- 
change regulations were adopted calling for 50% prior cash deposit for future sales 
contracts, in a move to slow down exchange demands responsible in part for peso 
fluctuation. Cancellation of 12 month payment privileges and other special conces- 
sions to holders of permits issued before the currency devaluation of January 1 
was also announced. As Congress was told of a 17,000 million peso deficit last 
year, some estimated that the Argentine deficit for the present year might go as 
high as 50,000 million pesos. Latest export estimates for 1959 were revised down- 
ward to an expected $865 million, as compared with the 1958 total of $1,015 mil- 
lion. Living costs soared 124% since June 1958, with a 70% increase since Janu- 
ary 1, and the increase for May alone equal to a 10.4% rise. After a momentary 
decline, currency in circulation continued to climb. The final wheat crop estimate 
for 1958-59 totaled 6.72 million tons, a 15.7% increase over 1957-58. Corn was 
also higher, but other grains declined. Production of rice and edible oils was hard 
hit by recent floods, and a $33 million commodity sales agreement was signed with 
the United States under Public Law 480 whereby the two products would be supplied 
to Argentina through an Export-Import Bank loan. Further help from the Export- 
Import Bank came in the form of credits amounting to $13.7 million to finance pur- 
chase of U.S. machinery. Four Argentine technicians were named by their gov- 
ernment to come to the United States for consultation over the recent beef ban 
(HAR, XII: 288), in response to an invitation from the U.S. government. A bright- 
er picture was that of wool shipments which hit over 348,000 bales for the first nine 
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months of the current wool year, representing a 215% increase over comparable 
figures last season. Trading in June, however, was relatively quiet. Increases 
earlier in the year were due primarily to exchange reform favorable to the indus- 


try. 


In spite of the uncertainty of the Argentine economy, proposals for addi- 
tional foreign investment continued to pour in. Former U.S. Attorney General 
Herbert Brownell headed a group of businessmen visiting Argentina to discuss a 
possible $150 million investment for exploiting iron ore deposits in the Sierra 
Grande region of Patagonia. A $58 million investment was programed by Holland's 
huge Philips electrical concern, for the manufacture of electronic equipment. 
German interests proposed a $2.7 million venture in tractor production, while 
Chrysler offered an $11 million investment in truck manufacture. Ford expected 
to produce from 600 to 1,000 trucks by the end of the present year. Plans were 
also under way for large-scale expansion of Argentina's gas system, and a 30% 
tariff increase for gas services throughout the country was ordered for a one-year 
period to provide funds for completion of a gas pipeline. More modest substitute 
proposals for the "El Choc6n" power project were under consideration, and the 
Province of Buenos Aires continued its plans for a number of hydroelectric plants. 


URUGUAY 


A partial solution was finally reached to the amazingly complicated problem 
of factional disputes and power struggles among the various elements of the Blanco 
Party, so that the impasse that had gripped the administration since it took office 
March 1 was broken. Election of a new directorate by the Herrerista faction, fol- 
lowers of the late Luis Alberto de Herrera, provided a chain reaction throughout 
party and governmental circles, and enabled the government to turn its attention 
to the momentous economic problems facing the entire nation. 


At an electoral convention of the Herreristas, a new party directorate of 15 
persons was approved, with the winning list of candidates representing a coalition 
of dissident groups within the faction. Although the coalition included representa- 
tives of the group that had fought recognition of the March 1 pacto and agreement 
among the three leading factions of the Blanco administration for the sharing of 
appointive offices, the compromise list assured completion of terms of the pacto, 
and thereby gave support to the position of Martfn R. Echegoyen, President of the 
National Council of Government and newly-elected president of the Herrerista 
directorate. 


The major problem in terms of appointive officers centered around the five- 
man boards that direct the Entes Aut6nomos and the Servicios Descentralizados, 
Uruguay's state-owned enterprises. The three seats awarded the dominant gov- 
ernment faction, in this case the Blancos, were to be divided among the Herre- 
ristas, Ruralistas (followers of Benito Nardone's Liga Federal de Accién Rura- 
lista), and the Uni6én Blanca Demécrata (UBD), the urban wing of the Blanco Party. 
This arrangement, violently opposed by some Herreristas (HAR, XII: 171) was 
finally carried out. The two seats on each directorate awarded the minority party 
went to the List 15 faction of the Colorados. 


Another aspirant to power in Uruguayan politics, Eduardo Victor Haedo, 
made two bids for prominence during June. Long considered the leading Uru- 
guayan supporter of former Argentine dictator Juan Perén and of incipient fascist 
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movements, Haedo was serving as a Herrerista member of the National Council 

of Government (colegiado-- Uruguay's Swiss-type executive council). At the Herre- 
rista electoral convention, he tried to upset the coalition slate by a last-minute 
filing of his own list of candidates but was decisively beaten in the voting. Later 
in June, he presented his own plan for national economic recovery to the colegiado. 
In view of the fact that Ruralista councilor Benito Nardone had been making eco- 
nomic reform the keynote of his own policy and that President Echegoyen and 
Finance Minister Luis Azzini had already proposed economic "plans," Haedo's 
move was seen as another effort to attract publicity and build up his political stat- 
ure by seizing the initiative on a popular issue. 


Other appointive positions included those of police chiefs for Uruguay's De- 
partments. The Ruralista faction received 11 out of a total of 18 posts, which was 
interpreted as evidence of the increasing power of Nardone and his group. Although 
the Blanco Party publicly appeared to have satisfied the various factions, new under- 
lying party feuding was apparent. 


In a bid for party control, the various groups continued to court congressmen 
who were members of the Blanco Intransigente faction (HAR, XII: 115), since they 
had the unique position of holding the decisive votes in Congress in case of any 
closely fought issue. Additional commotion was created when UBD member Pata- 
le6n Astiazar4n and Intransigente deputies demanded the formal questioning of In- 
terior Minister Pedro Berro about the criteria used in selecting the directors of the 
state agencies and the police chiefs. After several hours of debate, Berro was 
given a vote of confidence, and Congress asked that he remain as Minister of the 
Interior. There was also turmoil in a splinter group called "Pregén," of the Colo- 
rado List 15, when Pregonista leader Alba Roballo publicly declared that the ap- 
pointments of the state agencies were solely for the chosen elite and against what 
she called the "fundamental principles of democracy." 


The UBD and the Ruralistas continued to disagree on the problem of abasto 
libre, free competition among meat suppliers (HAR, XII: 290). In an effort to 
solve this major political and economic issue, the government asked that a com- 
mittee composed of Benito Nardone and Faustino Harrison (Ruralistas who are 
ardent advocates of abasto libre) and Figoli and Martfns (members of the MND 
faction of the UBD) study the various problems. The meat workers staged a strike 
and occupied their plants in an attempt to force a rapid settlement of the meat sup- 
ply question. 


Mateo Marques Castro, Uruguayan Ambassador to Argentina, was found 

dead, his body floating in the River Plate, after a 13-day search. Marques boarded 
a ship on June 13, bound from Buenos Aires to Montevideo. He allegedly carried 
important papers pertaining to Communist activities in the River Plate countries. 
Uruguayan Government officials expressed the fear that Marques had met with foul 
play as a result of the official papers. However, the fisherman who discovered the 
body could find no trace of violence on the body to support that theory. Authorities 
in Buenos Aires stated that Marques had had recent financial losses, and they felt 
that his death was probably a suicide. On June 26 many Uruguayans paid their last 


respects to Marques Castro, and the colegiado faced the task of appointing a new 
Ambassador to Argentina. 


In May the Soviet Government made a tempting offer of a four-year trade 
agreement to the Uruguayan Government. It called for an exchange of products 
totaling $120 million, but the agreement was not signed (HAR, XII: 291). Juan 
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A. Lorenzi, Ambassador to Russia, returned to Uruguay in June to advise the 
National Council on its future policy with the Soviet Union. Benito Nardone led the 
fight to cut formal ties with Moscow; four members were in favor of a rupture, 
two were against such drastic action, and the three remaining Councilors re- 
mained undecided. Through the Uruguayan Central Bank, the East German 
Government offered a credit of $15 million in the form of farm machinery and fer- 
tilizers, but the Uruguayan Government apparently was not willing to deal with a 
country so closely allied with the Soviet Union. 


Foreign Minister Homero Martfnez Montero asked Congress for a complete 
reorganization of the present system of foreign service officers. He suggested 
that career diplomats only be assigned to foreign service posts, that the govern- 
ment consolidate posts where expedient (i.e., in Central America), and suspend 
all consulates which could not justify their maintenance costs, with the exception 
of the neighboring River Plate countries. 


Uruguay continued the task of rehabilitation after its disastrous floods (HAR, 
XII: 229, 289); however, an inventory of the actual damage was still unavailable. 
It was estimated that the floods had reduced the rice crop by at least a third, and 
it was feared that similar damage had been done to other agricultural products. 


Some 35,000 government workers struck during June. Employees of the 
Administraci6n de las Usinas Eléctricas y los Teléfonos del Estado went on a 24- 
hour strike, demanding wage increases and additional fringe benefits. Bakery 
workers in the capital also threatened to walk out because of the shortage of flour 
in the country. 


PARAGUAY 


The state of siege reinvoked by President Alfredo Stroessner at the end of 
May (HAR, XII: 291) continued, while the pressure of discontent mounted during 
June. Colonel Ramén Duarte Vera's police force in Asuncién and armed cavalry 
troops were keeping a semblance of order by using strong-arm methods. More 
than 300 members of the moderate wing of the Colorado Party, including 14 mem- 
bers of the dissolved Chamber of Representatives, were arrested and held incom- 
municado somewhere in the interior of the country. At the end of June, police 
were still patrolling the streets of Asunci6n, allowing no gatherings of more than 
three people, and watching all foreign embassies to keep would-be political refu- 
gees from taking asylum. 


On June 1, hoping to quell the student demonstrations and riots that contin- 
ued even after the May bus fare raise was canceled (HAR, XII: 292), the govern- 
ment declared a 15-day holiday for all the schools in the country. However, the 
students returned from their "vacation" to renewed fighting and riots; and police 
and cavalry troops used sabers, clubs, and fists to quiet them. On June 16, the 
police carried their brutality to extremes by using the same measures against 
girl students of the Liceo de Nifias and of Normal School No. One in Asunci6n, 
provoking violent indignation and rebellion among many heretofore nonpolitical 
groups. The Federacién Universitaria issued a formal protest and called a strike, 
which was joined by students and faculty members in many schools throughout the 
country. Nevertheless, Stroessner's police continued to imprison students. 
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In spite of the extreme unrest, tension, and rioting in Paraguay, President 
Stroessner publicly declared his intention of holding promised elections "as soon 
as a new electoral law could be put into effect."" He promised free and equal par- 
ticipation of all political parties and stated that the state of siege did not signify 
suspension of the rights of political parties, but defense of "institutional order." 
Febrerista Party leaders, however, declared that although plans announced in 
May (HAR, XII: 292) for the return to Paraguay of exiled Party president Rafael 
Franco had been premature, Febreristas would nevertheless continue fighting for 
democratic processes. A Liberal Party manifesto joined the battle by agreeing 
with Febreristas that Stroessner's repressive action constituted a denial of the 
fundamental rights of man and a problem for the whole nation, not just a matter 
between Colorados. The Liberal Party went a step further and suggested a coali- 
tion of all opposition forces in order to oust Stroessner. By the end of June, that 
suggestion had borne little fruit. 


As of June 23, all outside communications with Paraguay were cut. The in- 
terruption of telephone, telegraph, and radio circuits amounted to complete isola- 
tion from the outside world. For the first time, exiled Paraguayans in Argentina, 
Brazil, Chile, and Uruguay were joined by numerous members of Stroessner's own 
Colorado Party who had succeeded in fleeing their country. From these escapees 
and from information which seeped across the border in devious ways, it appeared 
that although there was still much turbulence in Paraguay, the Army was still 
solidly behind Stroessner and that, unless opposition groups could join forces, there 
was very little chance of unseating the dictator. 


On June 28, Defense Minister Maj. Gen. Marcial Samaniego began an 18-day 
tour of the United States as a guest of the U.S. Air Force. In view of the present 
Paraguayan situation, the timing of this visit, even if only a coincidence, provided 
ample material for new criticism of U.S. policy in many quarters. 


Contrary to the general disapproval of Stroessner's military dictatorship 
throughout the Western World, Generalissimo Francisco Franco took a firm stand 
in June on the side of the Paraguayan dictator. Five new agreements were signed 
between Spain and Paraguay: double nationality would be granted to Paraguayans 
in Spain and to Spaniards in Paraguay, allowing each to retain his own nationality 
and still obtain citizenship in the other country; mutual social security (the first 
agreement of its kind to be made between a European and an American state) went 
into effect, providing that workers in both countries would share equally in the 
benefits of whichever country they were employed; free deposit and a free zone 
would be established in Paraguay for Spanish merchandise: an agreement for or- 
ganizing navigation facilities went into effect; and the two nations made an agree- 
ment concerning Paraguayan acquisition of ships from Spain. 


Stroessner was proud of Paraguay's stable fiscal system despite the present 
political tension. He cited the agreement with Spain and a new trade and payments 
treaty that had just been signed with Argentina, as healthy economic signs. The 
latter treaty called for Argentina to repay a $3 million debt in the next year, and 
indicated one more step in Argentina's attempt to become economically closer to 
Paraguay, since that country's relations with Brazil recently had become more 
friendly. Further evidence of Paraguay's economic ambitions was shown in its 


greater interest at entering into Common Market plans with Argentina, Brazil, 
Chile, and Uruguay. 
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Political maneuvering in the Brazilian majority party, the Partido Social 
Democrftico (PSD) was accelerated during June, with party leaders planning, to 
launch the candidacy for President of General Henrique Teixeira Lott, the Minis- 
ter of War. Elections would take place in 1960. The boom in favor of Lott was 
initiated principally by the so-called "youth wing" of the PSD led by nationalist 
congressmen such as Armando Falcfo, the majority leader in the Chamber of 
Deputies. Yielding to the pressure of a "youth wing" manifesto demanding imme- 
diate consideration of Lott's candidacy, PSD president Ernani Amaral Peixoto, 
who had resigned as Ambassador to the United States in the hopes of receiving the 
nomination himself, visited Lott to tell him the nomination had been practically 
decided. 


The action of the "youth wing" was a bit too hurried for the larger conserva- 
tive segment of the PSD, which resented not being consulted, and as a result Lott 
had not been formally declared PSD candidate by the end of June. The conserva- 
tives demanded that regular procedures be followed in selecting the candidate, and 
objected that Lott's extreme nationalism would split the Party. Some conservatives 
felt that Lott's candidacy would fail to win much support against his opponent, the 
popular Janio Quadros; while even if he should win, a Lott victory with the allied 
Partido Trabalhista Brasileiro (PTB) chairman Jodo Goulart as Vice President 
would be less than total victory for the PSD. Another problem was the doubtful 
support of the powerful S40 Paulo-Minas Geraes axis, strongly influenced by Gov- 
ernor Carlos Alberto Carvalho Pinto of Sio Paulo, who was believed to have presi- 
dential ambitions of his own. The fact that Lott was the only person other than 
President Kubitschek himself who could hold the PSD-PTB union together greatly 
outweighed the objections to him, however. Kubitschek, who appeared to have no 
interest in succeeding himself, at one point tried to put Deputy Falcdo in charge 
of candidacy arrangements apparently because Amaral Peixoto showed less than 
wholehearted enthusiasm for Lott's candidacy. This attempt failed, but Kubitschek, 
whose real desires have remained obscure, was meanwhile exploring the possibil- 
ity of backing Quadros. 


By the end of June, most of the opposition to Lott within the PSD had evap- 
orated. He was wholeheartedly backed at a meeting on June 19 attended by 75% 
of the PSD legislators, and almost all doubts were removed when the S4o Paulo 
and Minas delegations declared for Lott. Formal declaration of the nomination 
was said to await only the return from Europe of Jo&o Goulart, said to be in favor 
of the plan, thereby sealing PTB approval. Only PSD Senator Felinto Muller re- 
mained opposed to Lott, advocating Quadros, whom he said would "overwhelmingly 
defeat" the General. Extreme nationalists and Communists were frankly backing 
Lott. Communist leader Luiz Carlos Prestes, interviewed in Belo Horizonte, told 
the press: “General Lott is a patriot, and we may support him, even though he 
says he rejects Communist votes." 


These developments put an end to attempts to nominate Quadros as the PSD- 
PTB candidate. President Kubitschek, who had sent a special envoy to confer with 
Quadros in New Delhi, was said to have favored him provided he would continue 
the President's industrialization projects and the development of Brasflia. 


In the first week of June, the Partido Social Progressista (PSP) also moved 
to nominate a candidate for the presidency. The choice fell, naturally, on its 
president, Mayor Adhemar de Barros of So Paulo. He was conceded no chance 
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of being elected, but his candidacy could greatly cut into the vote for Quadros, his 
ancient political enemy, and should also give him considerable political bargaining 
power. As for Quadros, since he announced his candidacy (HAR, XII: 235, 294), 
support came from throughout the nation. Unbidden, minor parties such as the 
Partido Trabalhista Nacional and the Partido DemocrAtico Cristao have pledged 
him their support. A large segment of the Unido DemocrAatica Nacional (UDN) had 
already announced support of Quadros, but UDN president Magalhdes Pinto was 
withholding endorsement until he could interview Quadros personally when he re- 
turned from his round-the-world trip. Magalhaies Pinto was said to want guaran- 
tees that Quadros would help UDN politicians. Complete UDN backing would be of 
great benefit to Quadros since Juracy Magalhaes, Governor of Bahia and former 
president of the UDN, controls a large vote in the Northeast. However, Juracy 
had opposed Quadros and still has not made up his mind to back him. One report 
claimed he favored Osvaldo Aranha for the presidency. 


Thus it appeared that the two leading opponents would be General Lott and 
ex-Governor of SAo Paulo Janio Quadros, with Vice President Goulart as Lott's 
running-mate. No running-mate for Quadros has been announced. 


A President-maker-and-breaker since he took over the War Ministry after 
the 1954 suicide of President Getulio Vargas, Lott has shown evidence that he 
dreamed of becoming President himself. Short, fit and aloof, he is dedicated to 
the spare barracks regime of early to bed, early to rise, and plenty of rugged ex- 
ercise. He shuns tobacco and alcohol. His basic political tenets are well known. 
He is against "free enterprise," favoring price controls and state intervention in 
private business. He has said, "Foreign capital brings some advantages to Brazil 
so long as it is regulated to protect our national interests. Otherwise, foreign 
capital behaves in our economy like a real bloodsucker. Above all, we must limit 
profit remittances sent abroad." Lott is also the guarantor of Petrobr&s, the gov- 
ernment oil monopoly. He would like to regulate the freedom of the press. Some 
observers believe he has all the characteristics of a "typical" Latin American 
military dictator. 


Janio Quadros, on the other hand, is known to favor the principles of "free 
enterprise, " and he is a dedicated fighter for honesty in public affairs. He says 
he is nationalist but adds, "Brazil wants foreigners who come seeking to cooperate 
and work among us." He favors a complete reform of Petrobr4s and cooperation 
of foreign capital in petroleum exploration. Above all, Quadros is a great orator 
who attracts and electrifies the masses. He is the most popular man in Brazil. 
Against him, naturally, are the Communists, who say, in the words of Prestes, 
that Quadros represents plutocratic reaction and Yankee imperialism. 


Brazilians continued to express, by means of strikes and riots, their pro- 
tests against galloping inflation and government maladministration. The cost of 
living rose 20% in the first four months of 1959. Approximately 4,000 employees 
of Lloyd Brasileiro, a coastal shipping company, began a sitdown strike to force 
implementation of salary increases. The Santos dock company was preventing 
ships from entering port because of a scheduled port strike, and telegraph oper- 
ators of private companies threatened to repeat a slowdown strike in case their 
salary demands were not met. Telegraphers had asked salary increases ranging 
from 25% to 40%. In Rio de Janeiro, troops patrolled the terminal and suburban 
stations of the government railway Central do Brasil, following riots by commut- 
ers over delays in service. Passengers in a train stalled near the suburban sta- 
tion of Deodoro stoned a passing express: passengers at Mangaratiba tried to burn 
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their waiting train. The government railway is so badly operated that since March 
1958, 230 people have been killed in accidents. Official sources like to lay all the 
blame for the disturbances on "agitators," presumably Communists. While there 
was no doubt that leftists took advantage of these riots and tried their best to en- 
large them, they usually did not start them. However, General Amaury Kruel, 
chief of police in the Federal District, announced that the political police had in 
their possession documents showing plans of the Communist Party for subversive 
movements throughout the country. Kruel was later removed as police chief for 
physically attacking a Deputy and because of evidence that he was corrupt. 


Early in June, President Kubitschek broke off negotiations with the Interna- 
tional Monetary Fund (IMF), declaring that adoption of the austerity program sug- 
gested by the IMF would drive the nation's living costs sky-high and foment so 
much internal unrest that it might turn the course of Brazil's presidential election 
next year. The IMF program called for tighter Brazilian bank credit, sharp cuts 
in government spending, and liberalization of foreign trade through removal of 
multiple exchange rates. At this, Kubitschek decided to seek U.S. financial aid, 
which meant that he was counting on the willingness of U.S. lending agencies to 
extend foreign aid to Brazil without IMF approval. His attitude put the United 
States in a dilemma, since it neither wanted to stop helping Brazil nor to change 
its policy of loaning money only to those countries approved by the IMF. 


Failure to yield to Kubitschek's demand, commented Joseph R. Slevin of the 
New York Herald Tribune, could lead the Brazilian President to seek aid from the 
Soviet bloc--a maneuver that would give the Communists a much greater foothold 
in South America than the United States would like. Brazil sought from $250 mil- 
lion to more than $500 million to cover balance-of-payment deficits. Brazil 
needed dollars to cover the servicing of foreign debts which would cost the coun- 
try about $320 million this year and $350 million in 1960, amounting to 30% to 
40% of the nation's foreign exchange earnings. Vital oil imports would take ap- 
proximately another 30% ($280 million to $300 million), leaving little for other 
imports. One possible solution was being considered by the U.S. State Depart- 
ment. Under it, no new loan would be made, but Brazil's burden would be eased 
by permitting its government to postpone first scheduled debt payments for a cer- 
tain period. Acceptance of the proposal would give Brazil a welcome breathing 
spell but would also reduce its chances of obtaining future credit. Further, the 
country would be obliged to pay cash for allimports. This "solution" involved a 
penalty for Brazil for failing to take the needed internal reform measures. U.S. 
officials contended that this solution had the merit of avoiding the general embar- 
rassment to U.S.-Brazilian relations that would result if Brazil were permitted 
openly to default on her debts. Further negotiations awaited the arrival in Wash- 
ington of Walter Moreira Sales, the new Ambassador to the United States who was 
replacing Amaral Peixoto. 


According to Vis&o, the cancellation of negotiations with the IMF would not 
have occurred if Finance Minister Lucas Lopes had not suffered a heart attack, 
leaving the road open for Kubitschek to play his hand unhampered by Lopes' con- 
servative opposition. Whatever the circumstances, Kubitschek's move was gen- 
erally well received. Brazil's increasingly belligerent mood was well reflected 
in a defiant speech by Kubitschek, who said Brazil had "come of age." The Presi- 
dent was applauded by figures as diverse as Lott and Prestes. Few criticized the 
President, although there were some charges by the opposition that the country 
was insolvent. Talk of renewed relations with Russia increased, but an official 
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announcement said no such plans were being considered. However, Senator Lino 
de Matos spoke in favor of renewed trade relations with the Soviet bloc to solve 
the economic crisis. 


To ease the burden of foreign payments, Brazil asked oil suppliers in the 
United States and Britain to provide 18 months credit for petroleum imports. 
Some sources said the oil companies were allowing Brazil four months credit to 
pay for approximately $300 million in crude oil and petroleum products being im- 
ported each year. The oil companies had been under increasing pressure from 
the Brazilian Government to finance refinery construction in Brazil, as a condi- 
tion for sharing Brazil's domestic market. 


Another major source of Brazil's economic troubles stemming from lack of 
exchange has been the continued slump in coffee prices. A further attempt to al- 
leviate this was made when the Latin American coffee producers met in Washington 
on June 22. The conference agreed to a formula proposed by Mexico that would 
limit exports to 90% of the coffee shipments of the best export year in the last ten 
years. Under this plan a total of 40 million bags of coffee a year would be exported, 
Brazil's share being 17 million bags in 1959-60 compared to a probable 15 million 
bags during 1958-59. Total coffee production in Brazil was expected to rise from 
25 million bags in the 1958-59 season to 29 million bags in 1959-60, with the gov- 
ernment committed by the 1958 coffee agreement to hold back at least 40% of the 
crop. While the 1958 agreement had the effect of slowing the rapid decline in cof- 
fee prices, refusal of African producers to join the pact tended to nullify the bene- 
fits. Although Latin America was hopeful that the Africans would join the 1959 
pact, the latter's refusal to do so could seriously upset the Washington agreement 
African coffee production rose from a negligible amcunt to 18% of the world pro- 
duction in 20 years, while Brazil's share fell from 54% in 1939 to 36% in 1958. 

It was announced that coffee planters and exporters would receive more cruzeiros 
for each bag of coffee exported or bought by the government. A parliamentary 
committee investigating coffee contraband was to hear testimony in regard to 
charges that the president of the Brazilian Coffee Institute himself was directing 
coffee smuggling in Brazil. Meanwhile, plans were afoot to shift production in 
marginal areas from coffee to other crops. 


Despite the financial difficulties through which the country was passing, the 
President was trying to continue great projects demanding enormous public expen- 
ditures. In Pernambuco, Kubitschek launched a plan called Operation Northeast, 
destined to integrate the economy of eight states in the northeastern drought zone 
with the rest of the country. At the same time, the President approved the follow- 
ing expenditure: $210 million to construct 170,000 kilowatts of electric power 
capacity within eight years: $72 million to build 886 miles of new highway, pave 
1,187 miles, and improve 1,600 miles; $35 million to bring 247,000 acres of arid 
land under irrigation in five years. The money would be provided in three equal 
parts by the federal treasury's Economic Development Bank and the government's 
Northeast Bank, at the rate of $47 million annually for the duration of the operation. 


Some political observers charged that Kubitschek planned Operation Northeast only 
to gain votes for the PSD. 


The expropriation in May of the Companhia de Energia Elétrica Riograndense 
(HAR, XII: 295), a subsidiary of the American and Foreign Power Company, car- 
ried out by Governor Leonel Brizola of Rio Grande do Sul caused a storm of pro- 
test in the Brazilian press, which continued well into June. Rio's prestigious 
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newspaper Correio da Manha, which gave extended coverage to the incident, 
pointed out immediately that Brizola's nominal payment for the property worth 
from $13 million to $15 million was not expropriation but "stealing pure and 
simple." O Jornal added, "At the moment Brazil is asking the United States for 
more and more money to cover exchange difficulties, and insists, through Opera- 
tion Pan American (HAR, XII: 174) that the United States supply funds to meet 
the fight against underdevelopment in Latin America, it does not appear that this 
expropriation will contribute to the satisfaction of our wishes. It is plain that 
such action does away with any possibility of further foreign capital investment in 
Brazil."' Almost without exception, the press ridiculed Brizola's accusation that 
Companhia de Energia Elétrica Riograndense had been illegally remitting divi- 
dends abroad by paying exorbitant interest on loans contracted in the United States. 
One of the chief reasons for the expropriation, according to several papers, was 
the fact that Brizola was trying to advance the candidacy of his brother-in-law, 
Vice President Jodo Goulart in the 1960 presidential elections. Goulart, head of 
the PTB, favors increased nationalization of the country's industry. President 
Kubitschek, who was attacked for indecisiveness in the incident, hastened to as- 
sure American and Foreign Power Company officials that a fair arrangement 
would be worked out. Meanwhile, Brazilian lawyers predicted that Brizola's 
take-over would not stand up in the Supreme Court, and it was believed that the 
threatened expropriation of American and Foreign power facilities in Belo Hori- 
zonte would be abandoned. 


Alarm over the outlook for investments in Brazil by U.S. business firms 
was expressed by the U.S. National Foreign Trade Council. Bills introduced re- 
cently (HAR, XII: 294-5) in the Brazilian Congress, the council warned, were 
"completely unwarranted" and would also be "self-defeating" if applied to Brazil's 
economic welfare. Proposals were made to restrict the ability of all foreign- 
owned companies to remit earnings or repatriate capital. Other proposals would 
impose government controls which would completely replace the free financial 
market now existing. The council pointed out that remittances were only 3% of the 
total capital investment in 1957, but payments to Brazil in taxes, wages, etc. were 
over $1,000 million, while only 1% of the employees of U.S. firms in Brazil were 
U.S. citizens. 


The International Bank for Reconstruction and Development (World Bank) 
granted a loan of $11.6 million to Brazilian Traction Light and Power Company to 
help develop projects which would add 220,000 kilowatts of generating capacity to 
the system serving Rio de Janeiro, Sdo Paulo, and Santos. The loan, guaranteed 
by the Brazilian Government, brought to $120 million the loans made by the World 
Bank to the company. In addition, the Export-Import Bank made two more loans 
to Brazil. The first, of $15 million, was for the purchase of port dredging equip- 
ment which had already been ordered from three U.S. companies. The second, a 
$12 million loan, was to the Vale do Rio Doce Company to expand its iron ore pro- 
ducing capacity. 


Continued attempts to stimulate foreign trade were made. Brazil hoped to 
sign a commercial agreement with Czechoslovakia within the next three months 
for an exchange of merchandise over a period of years, valued at $200 million, 
according to Ambassador Assis Chateaubriand. Hugo Gouthier, returning from a 
special two-month mission in Southeast Asia, was pessimistic about trade with 
that area, with the exception of Japan. However, a sharp drop in Brazilian trade 
with Japan was reported. 
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Cotton exports from S40 Paulo were resumed May 1, and up to May 23 sales 
totaled 7, 798,930 kilos compared to only 202,009 in the first quarter. This move- 
ment was considered to be the result of a ruling which placed cotton in the free 
exchange market. Brazil is expected to ship some 80,000 tons of raw cotton this 
year, which will result in earnings of from $50 million to $60 million. 


Foreword 
(Continued from p. 303) 


private companies. If approved, private enterprise would be granted concessions 
in strips paralleling government strips on the order of the Canadian system. Anti- 
government politicians, including Eduardo Frei, tried to embarrass Finance Min- 
ister Roberto Vergara for complying with International Monetary Fund require 
ments when completing a credit to stabilize the currency. In Peru, the government 
was in a financial crisis for failing to do so (see above). 


President Arturo Frondizi, who had become one of the most adept tightrope 
walkers in Argentina's political history, successfully weathered his most difficult 
month during June. There was a Communist-Peronista plot for a general strike 
which fizzled, followed by a Peronista plan to unseat him by claiming that he had 
signed a pre-election document with Per6én, which he had failed to honor. At this 
point his anti-Perén enemies converged in force but not in unison. This saved 
him but not until the wildest passions had beaten against him and against each 
other, almost submerging him. The Cérdoba garrison attempted a coup, but this 
was put down when Lt. Gen. Arturo Ossorio Arafia failed to muster the needed 
support. From abroad General Pedro Aramburu, former Provisional President, 
urged the continuing support of constitutional government, and Frondizi succeeded 
in forming a cabinet around Alvaro Alsogaray by making him both Minister of 
Economy and Minister of Labor, thus giving him nominal control over both prices 
and wages and making him a virtual economic czar. Argentina had settled down 


at month's end, but no one would predict that Frondizi was completely free of his 
troubles. 


As Uruguay recovered from the most disastrous floods in her history, the 
Blanco Party which came to power for the first time on March 1 was finally put- 
ting its own house in order so that it could get down to the task at hand. The long 
delay was caused by disputes over filling the offices of the victors: the Party had 
won a surprise victory and was not prepared in advance. In Paraguay, General 
Stroessner continued to rule by the grace of an almost permanent state of siege. 
When the schools were closed for two weeks to prevent demonstrations. they re- 
opened to further rioting which caused police to use their harsh methods even 
against girls. Stroessner seemed to have enlisted at least one sympathetic co- 
worker, Generalissimo Franco of Spain. From nowon,. double nationality will 
be enjoyed by Paraguayans in Spain and Spaniards in Paraguay: also, provision 
was made for the citizens of the two countries to enjoy mutual social security 
benefits. 


Brazil was already lining up presidential candidates for the elections of 
1960. Minister of War Henrique Teixeira Lott was almost certain to be the 
choice of the combined Partido Social Democr4tico and the Partido Trabalhista 
Brasileiro, the parties now in power. Marshal Lott would undoubtedly be opposed 
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by Janio Quadros, former Governor of So Paulo State, who already had the back- 
ing of numerous smaller parties and would probably get the backing of the Unido 
Democrftica Nacional. No other candidates were conceded to have a chance at 
this date. It was too early to have campaign committments, but Marshal Lott 
was known to favor government price control and state intervention in business, 

to believe in limiting profit remittances abroad, and to favor the government oil 
monopoly Petrobr4s. Quadros, however, was known as a free enterprise man, 
who welcomed foreign capital, and sought to reform Petrobr4s to allow it to work 
in cooperation with foreign capital. Brazilian business circles seemed to be gen- 
uinely upset with Governor Brizola's seizure of the American and Foreign Power 
Company property in Porto Alegre. They labeled the Governor's reasons "ridic- 
ulous" and called the operation a "steal." It was predicted that the company could 
expect justice in the Supreme Court. President Kubitschek broke with the Inter- 
national Monetary Fund (IMF) and what he called its policy of austerity and turned 
to the United States for a loan. A formula was being sought which would allow the 
United States to make the loan without bypassing the IMF recommendations. The 
truth was that the IMF had become controversial in Brazil because it was politi- 
cally unwise to face financial reality. Peru and Chile had been involved in similar 
controversies. 


Joseph Chilton Shirley 
Acting Editor 


THE HISPANIC AMERICAN BOOKSHELF 
by 
R.H. 


Emilio Gonz4lez Lépez. HISTORIA DE LA CIVILIZACION ESPANOLA. New 
York. Las Americas Publishing Company. 1959. Pp. 739. $10.00. 


This substantial, well-printed and well-illustrated volume by a Spanish pro- 
fessor who now teaches in the United States is not meant to be read as a running 
story like the more popular texts now in vogue in American colleges. Rather does 
it provide a detailed and carefully prepared account of Spanish history, beginning 
with the earliest period and ending with the Franco regime. It may be compared 
in quality with the recent History of Spain by Harold Livermore, but its style is 
more factual and encyclopedia-like. Whereas Livermore concerns himself pri- 
marily with the drama of political history, Gonz4lez Lépez is perhaps more inter- 
ested in “civilization, ' with abundant references to the fine arts and a scattering 
of photographs to illustrate this phase of Spanish development. All Hispanists 
will find this book useful, and it should be in every college library. Las Americas 
Publishing Company should be congratujated on making available another valuable 
reference work. 


THE INCAS of Pedro de Cieza de Le6n. Translated by Harriet de Onfs. Edited, 
with an introduction, by Victor Wolfgang von Hagen. Norman. University of 
Oklahoma Press. 1959. Pp. 397. $5.95. 


This volume in the "Civilization of the American Indian Series" confirms 
the proverb that truth is stranger than fiction; and indeed it should be reaffirmed 
that the whole history of the Hispanic World is stranger than any fiction it has 
produced. Normally in the pages of the Hispanic American Report we are con- 
cerned with the present history of the Latin American countries, which makes any 
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TV program or whodunit seem pale, insignificant and uninteresting. The history 
of the Peru of the Incas and of Pizarro is equally fascinating, and it is a rare 
pleasure to have this excellent translation and edition of one of the basic texts 
about the conquest of Peru. The introduction by the Peruvian expert Wolfgang 
von Hagen provides a well-written summary and a biography of Cieza de Leén. 
The physical presentation of the book is a joy, with clear type, beautiful photo- 
graphs and reproductions of engravings, and specially-prepared maps which il- 
luminate the story. The Latin Americanist who follows with interest the produc- 
tions of American university presses is once more moved to shout "Oklahoma!" 


STANFORD CONFERENCE ON LATIN AMERICA 
October 9-11 


The form of the conference has crystallized, and it promises to be a highly 
significant event. Outstanding authorities from business, labor, government, the 
press, and the academic world will attend. Although several participants have 
yet to confirm their acceptances, a perusal of the advance program, included at 
the end of the last issue of the Hispanic American Report (HAR, XII: No. 5), will 
demonstrate the caliber of those attending and the extraordinary breadth of the 
conference. We are particularly happy to have a large number of delegates coming 
from Latin America as well as from every part of the United States. Sessions on 
the following areas and subjects will consider developments in the last decade: 


Mexico, Central America, Caribbean Islands, Gran Colombia, Pacific 
Coast Republics, River Plate Countries, Brazil; 


Agriculture, Finance, Immigration, Population and Urbanization, Industry 
and Economic Development, Inter-American Economic Relations, International 
Relations, Journalism and Mass Communications, Labor, Literature, Medicine 
and Public Health, Mineral Resources, Power, Religion. 


Among those participating in the program are: Charles W. Arnade, Pedro 
Beltran, Fernando Berckemeyer, Frank R. Brandenburg, Russell Brines, Gen- 
eral William H. Draper Jr., Henry W. Drath, Russell H. Fitzgibbon, Alberto 
Gainza Paz, Peter Grace, Paul Hadley, Jesse E. Hobson, Kenneth Holland, 
Harold Livermore, Herbert L. Matthews, Howard C. Perkins, William L. 
Schurz, Carleton Sprague Smith, Eugene Staley, William S. Stokes, Arturo 
Torres-Rioseco--to mention only a few. 


Besides the regular sessions, there will be two receptions, one of these at 
the Sunset Magazine gardens. There will also be a banquet on Sunday noon at the 
spectacular Paul Masson winery near Saratoga. 


Those wishing to attend the conference should write to the Hispanic Ameri- 
can Society, Stanford University. 
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BULLETIN OF HISPANIC STUDIES 


A quarterly review published by the Liverpool 
University Press 


Editor 
Albert E. Sloman 
University of Liverpool 


Editorial Committee: Narciso Alonso Cortes, William C. Atkinson, Reginald F. 
Brown, Manuel Garcfa Blanco, Ignacio Gonz4lez-Llubera, A. A. Parker, J. W. 
Rees, P. E. Russell, Walter Starkie, Edward M. Wilson. 


Annual subscription, postage included: 30 shillings, $4.50, or 175 pesetas. 
Write Bulletin of Hispanic Studies, University Press, 123 Grove Street, Liverpool 7. 


HISPANIA 


The Official Quarterly 
of the 
American Association of Teachers of Spanish and Portuguese 


Published in March, May, September, and December. Subscription, $5.00 a year. 
For sample copies and information about subscription and membership in the Asso- 
ciation, write to the Secretary-Treasurer, Laurel Turk, De Pauw University, 
Greencastle, Indiana. 


Articles and news: Editor, Robert G. Mead, Jr., Dept. of Romance Languages, 
University of Connecticut, Storrs. 


Books for review: Irving Rothberg, Dept. of Romance Languages, Temple Univer- 
sity, Philadelphia, Pa. 


Advertising rates: George T. Cushman, The Choate School, Wallingford, Conn. 


REVISTA INTERAMERICANA DE BIBLIOGRAFIA 
INTER-AMERICAN REVIEW OF BIBLIOGRAPHY 
A quarterly containing articles, book reviews, notes and selected bibliographies 


pertaining to the Americas. A staff of collaborators in forty countries provides 
news reports about authors, books, periodicals, publishers, and libraries. 


Javier Malagé6n José E. Vargas 
Editor Assistant Editor 


Published by the Division of Philosophy, Letters and Sciences, Department of 
Cultural Affairs, Pan American Union, Washington 6, D.C. 


Subscription rate: $3 a year in the Americas and Spain; $3.50 in all other countries. 


HISPANIC AMERICAN STUDIES AT STANFORD UNIVERSITY 


it concerns itself with a definite area—Spain, Port~ zal, and Latin America—but this is a cul rather than 
a geographical region. Like that old “lad -established subject philosophy, it synthesizes several disciplines. 
It may be compared with other inter-departmental subjects such as biochemistry and engineering mechanics. 
The program originated in the language department: the study of a foreign area without a mastery 
of the language of that area is comparable to engineering without mathematics. More than the ability to 
decipher a written text is involved. One of the most valuable and indeed most difficult of modern techniques, 
the use of native informants, requires a good command of the spoken language. Authorities from Spain and 
Latin America regularly address in Spanish or Portuguese the seminar which prepares the Hispanic Ameri- 
can Report and engage in discussion with members of the seminar. The Hispanic American Studies program 
strives to bridge the dangerous gap between the humanists and the social scientists. 
Every program must have a focus, depending on the idiosyncracies of the civilization studied and on the 
iar interests which have developed at any given institution. The predominant obsession of Latin Amer- 
ica, Spain, and Portugal today is politics—not the abstract variety which flourishes in more metaphysical 
lands, but a peculiarly personalist brand, involving a day-to-day —— in which revolution and unrest are 
often accompanied in a paradoxical way by economic and social growth. The study of the political, social, and 
economic development of the area is the theme of the Hispanic American Report, the monthly publication of 
the program. on Go call te of On program in Hispanic American 
Studies at Stanford; the minute analysis this provides is as fundamental as the continual use of a microscope 
a pr Researchers are trained to write for internationally recognized publications. Those who com- 
sati least a year’s staff receive a certifi 
jenny $ an important in the program, since it is impossible to un a civilization 
without res ¢ geographical a on which it rests. This is especially true of an area such as Latin 
America, which is so often described as having a “telluric” culture. Other disciplines such as economics, po- 
litical science, and anthropology contribute to the symposium which constitutes Hispanic American Studies. 
While the advanced program stresses the contemporary scene, the history requirements in the undergraduate 
program provide a background for this study. The School of Education > aware of the importance 
of the academic study of the realities of the contemporary world. Last but not least, the School of Mineral Sci- 
ences has several senior professors who have had long experience in Latin America, and, in view of the im- 
nce of mining in the political, social, and economic life of Latin America, our relations with that School 
ve been close and cordial. 
The requirements for the A.B. and A.M. in Hispanic American Studies are as follows: 


Language: The sequence of reading and composition 
Conversation (Romanic Languages Sp111, 112, 113) 


Civilization: The Hispanic World (Romanic Languages 142-148) ...........ccccccececcccceccencecceceeees 10 units 
ee 120, 5 units) and Geography of Middle America (Geography 1. a 
Literature: Two courses on Spanish or Spanish American Literature .........000ssscecccccessceccsssceeees units 
History: Latin America: the ial Period (History 117, 5 units), Latin America since 1810 (History 118, 5 units), 
in America since 1939 (History 175, 3 units), amy two COUrSES .. units 
Inter-American Relations: Government and Politics in Latin America (Political Science 128) or Latin America and 


Students who wish to minor in any special field of interest may do so by completing 16 units of work in that field. 
MASTER OF ARTS 


reading, writing, and oral knowledge of Spanish or Portuguese, and a reading knowledge of chord Gus we 


LA 

2. A satisfactory completion of courses followed. A minimum of 36 units is required with a grade of A or B, not including 
credit for the thesis. 

3. A thesis for which 9 units of credit are granted. : 

4. The student’s program will stress the language, civilization, literature, geography, history, political affairs of mod- 
ern Spain and Latin America, with special reference to one of the following areas: Spain and Portugal, Mexico, Cen- 
tral America, the Caribbean islands (Cuba, Haiti, Dominican Republic, Puerto Rico), Gran Colombia (Venezuela, Co- 
lombia, Ecuador), West Coast countries (Peru, Bolivia, Chile), River Plate countries (Argentina, Uruguay, Paraguay), 


DOCTOR OF PHILOSOPHY 
There are two Ph.D. programs, one given under Graduate Division, Special Programs, and designed to 
meet the needs of individual students, the other under the Department of Modern European Languages, for 
candidates planning to teach Spanish. For further details, write to Hispanic American Studies, Stanford 


University. 


A cumulative index of Vols. I-VII of the Report is available for $3. The earlier vol.sues of the Report 
may be obtained on microfilm at $3 a volume University Microfilms, 313 N. First Street, Ann > 


Material from the Hispanic American Report may not be reproduced without 
due acknowledgement 
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or Brazil. 


A PORTUGUESE-ENGLISH 
DICTIONARY 


James L. Taylor 
Lecturer in Hispanic American Studies, Stanford University 


‘“*All who have deplored the unavailability of a servicable comprehensive 
Portuguese-English dictionary . . . will welcome Mr. Taylor’s 60,000-entry 
answer to this need, and one may expect it to become standard for libraries 
and for the translator and student. . . . Particularly praiseworthy is its 
wealth of Portuguese locutions and . . . the up-to-date and idiomatic Eng- 
lish equivalents provided. The customary overworking of cognates is avoided 
with skill and consistency. Excellent, too, is the coverage of vocabulary per- 
taining to the ethnology, folklore, flora, and fauna of Brazil.”—Library 
Journal. 

Large numbers of technical words in the arts and sciences have been 
included, and the new system of orthography prevailing in Brazil and Por- 
tugal has been followed throughout. This dictionary has the special distine- 
tion of being the first that makes a serious attempt to cover Brazilian 
Portuguese. 682 pages, double column. $11.50 


POLITICAL CHANGE 
IN LATIN AMERICA 


THE EMERGENCE OF THE MIDDLE SECTORS 


John J. Johnson 
Professor of History, Stanford University 


A study of the politically ambitious urban middle groups, which have 
grown up beside those elements that historically constituted the ruling elite 
in Latin America. Stanford Studies in History, Economics, and Political 
Science, XV. $5.00 
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Ronald Hilton 
SECOND EDITION 
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